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INCREASING RETURNS AND ECONOMIC PROGRESS ! 


My subject may appear alarmingly formidable, but I did 
not intend it to be so. The words economic progress, taken by 
themselves, would suggest the pursuit of some philosophy of 
history, of some way of appraising the results of past and possible 
future changes in forms of economic organisation and modes of 
economic activities. But as I have used them, joined to the 
other half of my title, they are meant merely to dispel appre- 
hensions, by suggesting that I do not propose to discuss any of 
those alluring but highly technical questions relating to the 
precise way in which some sort of equilibrium of supply and 
demand is achieved in the market for the products of industries 
which can increase their output without increasing their costs 
proportionately, or to the possible advantages of fostering the 
development of such industries while putting a handicap upon 
industries whose output can be increased only at the expense of 
a more than proportionate increase of costs. I suspect, indeed, 
that the apparatus which economists have built up for dealing 
effectively with the range of questions to which I have just 
referred may stand in the way of a clear view of the more general 
or elementary aspects of the phenomena of increasing returns, 
such as I wish to comment upon in this paper. 

Consider, for example, Alfred Marshall’s fruitful distinction 
between the internal productive economies which a particular 
firm is able to secure as the growth of the market permits it to 
enlarge the scale of its operations and the economies external 
to the individual firm which show themselves only in changes of 
the organisation of the industry as a whole. This distinction 
has been useful in at least two different ways. In the first place 
it is, or ought to be, a safeguard against the common error of 
assuming that wherever increasing returns operate there is neces- 
sarily an effective tendency towards monopoly. In the second 

1 Presidential Address before Section F (Economic Science and Statistics) 
of the British Association for the Advancement of Science, Glasgow, September 10, 
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place it simplifies the analysis of the manner in which the prices 
of commodities produced under conditions of increasing returns 
are determined. A representative firm within the industry, 
maintaining its own identity and devoting itself to a given range 
of activities, is made to be the vehicle or medium through which 
the economies achieved by the industry as a whole are transmitted 
to the market and have their effect upon the price of the product. 
The view of the nature of the processes of industrial progress 
which is implied in the distinction between internal and external 
economies is necessarily a partial view. Certain aspects of those 
processes are illuminated, while, for that very reason, certain 
other aspects, important in relation to other problems, are 
obscured. This will be clear, I think, if we observe that, although 
the internal economies of some firms producing, let us say, 
materials or appliances may figure as the external economies of 
other firms, not all ‘of the economies which are properly to be 
called external can be accounted for by adding up the internal 
economies of all the separate firms. When we look at the internal 
economies of a particular firm we envisage a condition of com- 
parative stability. Year after year the firm, like its competitors, 
is manufacturing a particular product or group of products, or is 
confining itself to certain definite stages in the work of forwarding 
the products towards their final form. Its operations change in 
the sense that they are progressively adapted to an increasing 
output, but they are kept within definitely circumscribed bounds. 
Out beyond, in that obscurer field from which it derives its external 
economies, changes of another order are occurring. New pro- 
ducts are appearing, firms are assuming new tasks, and new indus- 
tries are coming into being. In short, change in this external 
field is qualitative as well as quantitative. No analysis of the 
forces making for economic equilibrium, forces which we might 
say are tangential at any moment of time, wili serve to illumine 
this field, for movements away from equilibrium, departures 
from previous trends, are characteristic of it. Not much is to 
be gained by probing into it to see how increasing returns show 
themselves in the costs of individual firms and in the prices at 
which they offer their products. 

Instead, we have to go back to a simpler and more inclusive 
view, such as some of the older economists took when they con- 
trasted the increasing returns which they thought were charac- 
teristic of manufacturing industry taken as a whole with the 
diminishing returns which they thought were dominant in agri- 
culture because of an increasingly unfavourable proportioning 
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of labour and land. Most of them were disappointingly vague 
with respect to the origins and the precise nature of the “ improve- 
ments ” which they counted upon to retard somewhat the opera- 
tion of the tendency towards diminishing returns in agriculture 
and to secure a progressively more effective use of labour in 
manufactures. Their opinions appear to have rested partly 
upon an empirical generalisation. Improvements had been 
made, they were still being made, and it might be assumed that 
they would continue to be made. If they had looked back they 
would have seen that there were centuries during which there 
were few significant changes in either agricultural or industrial 
methods. But they were living in an age when men had turned 
their faces in a new direction and when economic progress was 
not only consciously sought but seemed in some way to grow 
out of the nature of things. Improvements, then, were not 
something to be explained. They were natural phenomena, like 
the precession of the equinoxes. ‘i 

There were certain important exceptions, however, to this 
incurious attitude towards what might seem to be one of the 
most important of all economic problems. Senior’s positive 
doctrine is well known, and there were others who made note of 
the circumstance that with the growth of population and of 
markets new opportunities for the division of labour appear and 
new advantages attach to it. In this way, and in this way 
only, were the generally commonplace things which they said 
about “‘ improvements ”’ related to anything which could properly 
be called a doctrine of increasing returns. They added nothing 
to Adam Smith’s famous theorem that the division of labour 
depends upon the extent of the market. That theorem, I have 
always thought, is one of the most illuminating and fruitful 
generalisations which can be found anywhere in the whole litera- 
ture of economics. In fact, as I am bound to confess, I am 
taking it as the text of this paper, in much the way that some 
minor composer borrows a theme from one of the masters and 
adds certain developments or variations of his own. To-day, of 
course, we mean by the division of labour something much 
broader in scope than that splitting up of occupations and develop- 
ment of specialised crafts which Adam Smith mostly had in 
mind. No one, so far as I know, has tried to enumerate all of 
the different aspects of the division of labour, and I do not propose 
to undertake that task. I shall deal with two related aspects 
only : the growth of indirect or roundabout methods of production 


and the division of labour among industries. 
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It is generally agreed that Adam Smith, when he suggested 
that the division of labour leads to inventions because workmen 
engaged in specialised routine operations come to see better 
ways of accomplishing the same results, missed the main point. 
The important thing, of course, is that with the division of labour 
a group of complex processes is transformed into a succession of 
simpler processes, some of which, at least, lend themselves to 
the use of machinery. In the use of machinery and the adoption 
of indirect processes there is a further division of labour, the 
economies of which are again limited by the extent of the market. 
It would be wasteful to make a hammer to drive a single nail; it 
would be better to use whatever awkward implement lies con- 
veniently at hand. It would be wasteful to furnish a factory 
with an elaborate equipment of specially constructed jigs, gauges, 
lathes, drills, presses and conveyors to build a hundred auto- 
mobiles ; it would be better to rely mostly upon tools and machines 
of standard types, so as to make a relatively larger use of directly- 
applied and a relatively smaller use of indirectly-applied labour. 
Mr. Ford’s methods would be absurdly uneconomical if his output 
were very small, and would be unprofitable even if his output 
were what many other manufacturers of automobiles would call 
large. 

Then, of course, there are economies of what might be called 
a secondary order. How far it pays to go in equipping factories 
with special appliances for making hammers or for constructing 
specialised machinery for use in making different parts of auto- 
mobiles depends again upon how many nails are to be driven 
and how many automobiles can be sold. In some instances, I 
suppose, these secondary economies, though real, have only a 
secondary importance. The derived demands for many types of 
specialised production appliances are inelastic over a fairly large 
range. If the benefits and the costs of using such appliances 
are spread over a relatively large volume of final products, their 
technical effectiveness is a larger factor in determining whether it 
is profitable to use them than any difference which producing 
them on a large or a small scale would commonly make in their 
costs. In other instances the demand for productive appliances 
is more elastic, and beyond a certain level of costs demand may 
fail completely. In such circumstances secondary economies may 
become highly important. 

Doubtless, much of what I have said has been familiar and 
even elementary. I shall venture, nevertheless, to put further 
stress upon two points, which may be among those which have 
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a familiar ring, but which appear sometimes to be in danger of 
being forgotten. (Otherwise, economists of standing could not 
have suggested that increasing returns may be altogether illusory, 
or have maintained that where they are present they must lead 
to monopoly.) The first point is that the principal economies 
which manifest themselves in increasing returns are the economies 
of capitalistic or roundabout methods of production. These 
economies, again, are largely identical with the economies of the 
division of labour in its most important modern forms. In fact, 
these economies lie under our eyes, but we may miss them if 
we try to make of large-scale production (in the sense of pro- 
duction by large firms or large industries), as contrasted with 
large production, any more than an incident in the general pro- 
cess by which increasing returns are secured and if accordingly 
we look too much at the individual firm or even, as I shall suggest 
presently, at the individual industry. 

The second point is that the economies of roundabout methods, 
even more than the economies of other forms of the division of 
labour, depend upon the extent of the market—and that, of 
course, is why we discuss them under the head of increasing 
returns. It would hardly be necessary to stress this point, if 
it were not that the economies of large-scale operations and of 
*“‘ mass-production ”’ are often referred to as though they could 
be had for the taking, by means of a “ rational ” reorganisation 
of industry. Now I grant that at any given time routine and 
inertia play a very large part in the organisation and conduct of 
industrial operations. Real leadership is no more common in 
industrial than in other pursuits. New catch-words or slogans 
like mass-production and rationalisation may operate as stimuli; 
they may rouse men from routine and lead them to scrutinise 
again the organisation and processes of industry and to try to 
discover particular ways in which they can be bettered. For 
example, no one can doubt that there are genuine economies to 
be achieved in the way of “ simplification and standardisation,” 
or that the securing of these economies requires that certain 
deeply rooted competitive wastes be extirpated. This last 
requires a definite concerted effort—precisely the kind of thing 
which ordinary competitive motives are often powerless to effect, 
but which might come more easily as the response to the dis- 
semination of a new idea. 

There is a danger, however, that we shall expect too much 
from these ‘“ rational” industrial reforms. Pressed beyond a 
certain point they become the reverse of rational. I have 
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naturally been interested in British opinions respecting the reasons 
for the relatively high productivity (per labourer or per hour of 
labour) of representative American industries. The error of 
those who suggest that the explanation is to be found in the 
relatively high wages which prevail in America is not that they 
confuse cause and effect, but that they hold that what are really 
only two aspects of a single situation are, the one cause, and the 
other effect. Those who hold that American industry is managed 
better, that its leaders study its problems more intelligently and 
plan more courageously and more wisely can cite no facts in 
support of their opinion save the differences in the results achieved. 
Allowing for the circumstance that British industry, as a whole, 
has proved to be rather badly adjusted to the new post-war 
economic situation, I know of no facts which prove or even 
indicate that British industry, seen against the background of 
its own problems and its own possibilities, is less efficiently 
organised or less ably directed than American industry or the 
industry of any other country. 

Sometimes the fact that the average American labourer works 
with the help of a larger supply of power-driven labour-saving 
machinery than the labourer of other countries is cited as evidence 
of the superior intelligence of the average American employer. 
But this will not do, for, as every economist knows, the greater 
the degree in which labour is productive or scarce—the words 
have the same meaning—the greater is the relative economy of 
using it in such indirect or roundabout ways as are technically 
advantageous, even though such procedure calls for larger 
advances of capital than simpler methods do. 

It is encouraging to find that a fairly large number of com- 
mentators upon the volume of the American industrial product 
and the scale of American industrial organisation have come to 
surmise that the extent of the American domestic market, un- 
impeded by tariff barriers, may have something to do with the 
matter. This opinion seems even to be forced upon thoughtful 
observers by the general character of the facts, whether or no 
the observers think in terms of the economists’ conception of 
increasing returns. In certain industries, although by no means 
in all, productive methods are economical and profitable in 
America which would not be profitable elsewhere. The import- 
ance of coal and iron and other natural resources needs no com- 
ment. Taking a country’s economic endowment as given, how- 
ever, the most important single factor in determining the effective- 
ness of its industry appears to be the size of the market. But 
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just what constitutes a large market? Not area or population 
alone, but buying power, the capacity to absorb a large annual 
output of goods. This trite observation, however, at once sug- 
gests another equally trite, namely, that capacity to buy depends 
upon capacity to produce. In an inclusive view, considering the 
market not as an outlet for the products of a particular industry, 
and therefore external to that.industry, but as the outlet for goods 
in general, the size of the market is determined and defined by 
the volume of production. If this statement needs any quali- 
fication, it is that the conception of a market in this inclusive 
sense—an aggregate of productive activities, tied together by 
trade—carries with it the notion that there must be some sort 
of balance, that different productive activities must be pro- 
portioned one to another. 

Modified, then, in the light of this broader conception of the 
market, Adam Smith’s dictum amounts to the theorem that the 
division of labour depends in large part upon the division of 
labour. This is more than mere tautology. It means, if I read 
its significance rightly, that the counter forces which are con- 
tinually defeating the forces which make for economic equilib- 
rium are more pervasive and more deeply rooted in the con- 
stitution of the modern economic system than we commonly 
realise. Not only new or adventitious elements, coming in from 
the outside, but elements which are permanent characteristics 
of the ways in which goods are produced make continuously for 
change. Every important advance in the organisation of pro- 
duction, regardless of whether it is based upon anything which, 
in a narrow or technical sense, would be called a new “‘ invention,” 
or involves a fresh application of the fruits of scientific progress 
to industry, alters the conditions of industrial activity and 
initiates responses elsewhere in the industrial structure which 
in turn have a further unsettling effect. Thus change becomes 
progressive and propagates itself in a cumulative way. 

The apparatus which economists have built up for the analysis 
of supply and demand in their relations to prices does not seem 
to be particularly helpful for the purposes of an inquiry into these 
broader aspects of increasing returns. In fact, as I have already 
suggested, reliance upon it may divert attention to incidental 
or partial aspects of a process which ought to be seen as a whole. 
If, nevertheless, one insists upon seeing just how far one can 
get into the problem by using the formulas of supply and demand, 
the simplest way, I suppose, is to begin by inquiring into the 
operations of reciprocal demand when the commodities exchanged 
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are produced competitively under conditions of increasing returns 
and when the demand for each commodity is elastic, in the special 
sense that a small increase in its supply will be attended by an 
increase in the amounts of other commodities which can be had 
in exchange for it.1_ Under such conditions an increase in the 
supply of one commodity is an increase in the demand for other 
commodities, and it must be supposed that every increase in 
demand will evoke an increase in supply. The rate at which any 
one industry grows is conditioned by the rate at which other 
industries grow, but since the elasticities of demand and of supply 
will differ for different products, some industries will grow faster 
than others. Even with a stationary population and in the 
absence of new discoveries ? in pure or applied science there are 
no limits to the process of expansion except the limits beyond 
which demand is not elastic and returns do not increase. 

If, under these hypothetical conditions, progress were un- 
impeded and frictionless, if it were not dependent in part upon 
a process of trial and error, if the organisation of industry were 
always such as, in relation to the immediate situation, is most 
economical, the realising of increasing returns might be pro- 
gressive and continuous, although, for technical reasons, it could 
not always proceed at an even rate. But it would remain a 
process requiring time. An industrial dictator, with foresight 
and knowledge, could hasten the pace somewhat, but he could 
not achieve an Aladdin-like transformation of a country’s industry, 
so as to reap the fruits of a half-century’s ordinary progress in a 
few years. The obstacles are of two sorts. First, the human 
material which has to be used is resistant to change. New 
trades have to be learnt and new habits have to be acquired. 
There has to be a new geographical distribution of the population 
and established communal groups have to be broken up. Second, 
the accumulation of the necessary capital takes time, even 
though the process of accumulation is largely one of turning 
part of an increasing product into forms which will serve in 
securing a further increase of product. An acceleration of the 
rate of accumulation encounters increasing costs, into which 
both technical and psychological elements enter. One who likes 


1 If the circumstance that commodity a is produced under conditions of 
increasing returns is taken into account as a factor in the elasticity of demand 
for b in terms of a, elasticity of demand and elasticity of supply may be looked 
upon as different ways of expressing a single functional relation. 

2 As contrasted with such new ways of organising production and such new 
‘** inventions ’’ as are merely adaptations of kpown ways of doing things, made 
practicable and economical by an enlarged scale of production. 
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to conceive of all economic processes in terms of tendencies towards 
an equilibrium might even maintain that increasing returns, so 
far as they depend upon the economies of indirect methods of 
production and the size of the market, are offset and negated by 
their costs, and that under such simplified conditions as I have 
dealt with the realising of increasing returns would be spread 
through time in such a way as to secure an equilibrium of costs 
and advantages. This would amount to saying that no real 
economic progress could come through the operation of forces 
engendered within the economic system—a conclusion repugnant 
to common sense. To deal with this point thoroughly would 
take us too far afield. I shall merely observe, first, that the appro- 
priate conception is that of a moving equilibrium, and second, 
that the costs which (under increasing returns) grow less rapidly 
than the product are not the ‘“ costs”’ which figure in an “ equilib- 
rium of costs and advantages.” 

Moving away from these abstract considerations, so as to get 
closer to the complications of the real situation, account has to 
be taken, first, of various kinds of obstacles. The demand for 
some products is inelastic, or, with an increasing supply, soon 
becomes so. The producers of such commodities, however, often 
share in the advantages of the increase of the general scale of 
production in related industries, and so far as they do productive 
resources are released for other uses. Then there are natural 
scarcities, limitations or inelasticities of supply, such as effectively 
block the way to the securing of any important economies in the 
production of some commodities and which impair the effective- 
ness of the economies secured in the production of other com- 
modities. In most fields, moreover, progress is not and cannot 
be continuous. The next important step forward is often initially 
costly, and cannot be taken until a certain quantum of prospective 
advantages has accumulated. 

On the other side of the account are various factors which 
reinforce the influences which make for increasing returns. The 
discovery of new natural resources and of new uses for them 
and the growth of scientific knowledge are probably the most 
potent of such factors. The causal connections between the 
growth of industry and the progress of science run in both direc- 
tions, but on which side the preponderant influence lies no one 
can say. At any rate, out of better knowledge of the materials 
and forces upon which men can lay their hands there come both 
new ways of producing familiar commodities and new products, 
and these last have a presumptive claim to be regarded as em- 
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bodying more economical uses of productive resources than the 

uses which they displace. Some weight has to be given also to 
the way in which, with the advance of the scientific spirit, a new 
kind of interest—which might be described as a scientific interest 
conditioned by an economic interest—is beginning to infiltrate 
into industry. It is a point of controversy, but I venture to 
maintain that under most circumstances, though not in all, the 
growth of population still has to be counted a factor making 
for a larger per capita product—although even that cautious 
statement needs to be interpreted and qualified. But just as 
there may be population growth with no increase of the average 
per capita product, so also, as I have tried to suggest, markets 
may grow and increasing returns may be secured while the 
population remains stationary. 

It is dangerous to assign to any single factor the leading réle 
in that continuing economic revolution which has taken the 
modern world so far away from the world of a few hundred years 
ago. But is there any other factor which has a better claim to 
that rédle than the persisting search for markets? No other 
hypothesis so well unites economic history and economic theory. 
The Industrial Revolution of the eighteenth century has come 
to be generally regarded, not as a cataclysm brought about by 
certain inspired improvements in industrial technique, but as a 
series of changes related in an orderly way to prior changes in 
industrial organisation and to the enlargement of markets. It 
is sometimes said, however, that while in the Middle Ages and 
in the early modern period industry was the servant of com- 
merce, since the rise of “‘ industrial capitalism ’’ the relation has 
been reversed, commerce being now merely an agent of industry. 
If this means that the finding of markets is one of the tasks of 
modern industry it is true. If it means that industry imposes 
its will upon the market, that whereas formerly the things which 
were produced were the things which could be sold, now the 
things which have to be sold are the things that are produced, 
it is not true. 

The great change, I imagine, is in the new importance which 
the potential market has in the planning and management of large 
industries. The difference between the cost per unit of output 
in an industry or in an individual plant properly adapted to a 
given volume of output and in an industry or plant equally well 
adapted to an output five times as large is often much greater 
than one would infer from looking merely at the economies which 
may accrue as an existing establishment gradually extends the 
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scale of its operations. Potential demand, then, in the planning 
of industrial undertakings, has to be balanced against potential 
economies, elasticity of demand against decreasing costs. The 
search for markets is not a matter of disposing of a “surplus 
product,”’ in the Marxian sense, but of finding an outlet for a 
potential product. Nor is it wholly a matter of multiplying 
profits by multiplying sales; .it is partly a matter of augmenting 
profits by reducing costs. 

Although the initial displacement may be considerable and 
the repercussions upon particular industries unfavourable, the 
enlarging of the market for any one commodity, produced under 
conditions of increasing returns, generally has the net effect, 
as I have tried to show, of enlarging the market for other com- 
modities. The business man’s mercantilistic emphasis upon 
markets may have a sounder basis than the economist who thinks 
mostly in terms of economic statics is prone to admit. How far 
“ selling expenses,” for example, are to be counted sheer economic 
waste depends upon their effects upon the aggregate product of 
industry, as distinguished from their effects upon the fortunes of 
particular undertakings. 


Increasing returns are often spoken of as though they were 
attached always to the growth of “ industries,” and I have not 
tried to avoid that way of speaking of them, although I think 
that it may be a misleading way. The point which I have in 
mind is something more than a quibble about the proper definition 
of an industry, for it involves a particular thesis with respect 
to the way in which increasing returns are reflected in changes 
in the organisation of industrial activities. Much has been said 
about industrial integration as a concomitant or a natural result 
of an increasing industrial output. It obviously is, under par- 
ticular conditions, though I know of no satisfactory statement 
of just what those particular conditions are. But the opposed 
process, industrial differentiation, has been and remains the type 
of change characteristically associated with the growth of pro- 
duction. Notable as has been the increase in the complexity 
of the apparatus of living, as shown by the increase in the variety 
of goods offered in consumers’ markets, the increase in the diversi- 
fication of intermediate products and of industries manufacturing 
special products or groups of products has gone even further. 

The successors of the early printers, it has often been observed, 
are not only the printers of to-day, with their own specialised 
establishments, but also the producers of wood pulp, of various 
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kinds of paper, of inks and their different ingredients, of type- 
metal and of type, the group of industries concerned with the 
technical parts of the producing of illustrations, and the manu- 
facturers of specialised tools and machines for use in printing 
and in these various auxiliary industries. The list could be ex- 
tended, both by enumerating other industries which are directly 
ancillary to the present printing trades and by going back to 
industries which, while supplying the industries which supply 
the printing trades, also supply other industries, concerned with 
preliminary stages in the making of final products other than 
printed books and newspapers. I do not think that the printing 
trades are an exceptional instance, but I shall not give other 
examples, for I do not want this paper to be too much like a 
primer of descriptive economics or an index to the reports of a 
census of production. It is sufficiently obvious, anyhow, that 
over a large part of the field of industry an increasingly intricate 
nexus of specialised undertakings has inserted itself between the 
producer of raw materials and the consumer of the final 
product. 

With the extension of the division of labour among industries 
the representative firm, like the industry of which it is a part, 
loses its identity. Its internal economies dissolve into the 
internal and external economies of the more highly specialised 
undertakings which are its successors, and are supplemented by 
new economies. In so far as it is an adjustment to a new 
situation created by the growth of the market for the final pro- 
ducts of industry the division of labour among industries is a 
vehicle of increasing returns. It is more than a change of form 
incidental to the full securing of the advantages of capitalistic 
methods of production—although it is largely that—for it has 
some advantages of its own which are independent of changes 
in productive technique. For example, it permits of a higher 
degree of specialisation in management, and the advantages of 
such specialisation are doubtless often real, though they may 
easily be given too much weight. Again, it lends itselt to a 
better geographical distribution of industrial operations, and this 
advantage is unquestionably both real and important. Nearness 
to the source of supply of a particular raw material or to cheap 
power counts for most in one part of a series of industrial pro- 
cesses, nearness to other industries or to cheap transport in 
another part, and nearness to a larger centre of population in 
yet another. A better combination of advantages of location, 
with a smaller element of compromise, can be had by the more 
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specialised industries. But the largest advantage secured by 
e the division of labour among industries is the fuller realising of 
. the economies of capitalistic or roundabout methods of pro- 
; duction. This should be sufficiently obvious if we assume, as 
we must, that in most industries there are effective, though 
elastic, limits to the economical size of the individual firm. The 
output of the individual firm is generally a relatively small pro- 
portion of the aggregate output of an industry. The degree in 
which it can secure economies by making its own operations more 
roundabout is limited. But certain roundabout methods are 
fairly sure to become feasible and economical when their advan- 
tages can be spread over the output of the whole industry. These 
potential economies, then, are segregated and achieved by the 
operations of specialised undertakings which, taken together, 
constitute a new industry. It might conceivably be maintained 
that the scale upon which the firms in the new industry are able 
to operate is the secret of their ability to realise economies for 
industry as a whole, while presumably making profits for them- 
selves. This is true in a way, but misleading. The scale of 
their operations (which is only incidentally or under special con- 
ditions a matter of the size of the individual firm) merely reflects 
the size of the market for the final products of the industry or 
industries to whose operations their own are ancillary. And the 
principal advantage of large-scale operation at this stage is that 
it again makes methods economical which would be uneconomical 
if their bencfits could not be diffused over a large final product. 


In recapitulation of these variations on a theme from Adam 
Smith there are three points to be stressed. First, the mechanism 
of increasing returns is not to be discerned adequately by observ- 
ing the effects of variations in the size of an individual firm or 
of a particular industry, for the progressive division and specialisa- 
tion of industries is an essential part of the process by which 
increasing returns are realised. What is required is that industrial 
operations be seen as an interrelated whole. Second, the securing 
of increasing returns depends upon the progressive division of 
labour, and the principal economies of the division of labour, in 
its modern forms, are the economies which are to be had by using 
labour in roundabout or indirect ways. Third, the division of 
labour depends upon the extent of the market, but the extent of 
the market also depends upon the division of labour. In this 
circumstance lies the possibility of economic progress, apart 
from the progress which comes as a result of the new knowledge 
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which men are able to gain, whether in the pursuit of their 
economic or of their non-economic interests. 
Attyn A. Youna 


NOTE 


In the accompanying construction (which owes much to Pareto), 
a collective indifference curve, J, is defined by the condition that, at 
equal cost, there would be no sufficient inducement for the community 
to alter an annual production of x units of one commodity and y units 
of another in order to secure the alternative combination of the two 
commodities indicated by any other point on the curve.1 Each com- 
modity might be taken as representative of a specialclass of commodities, 


Y 











oO xX 

produced under generally similar conditions. Or one commodity 
might be made to represent ‘‘ other goods in general,” the annual 
outlay of productive exertions being regarded as constant. Alter- 
natively, one commodity might represent “leisure” (as a collective 
name for all non-productive uses of time). The other would then 
represent the aggregate economic product. 

There will be equilibrium (subject to instability of a kind which will 
be described presently) at a point P, if at that point a curve of equal 
costs, such as d, is tangent to the indifference curve. The curve of 
equal costs defines the terms upon which the community can exchange 
one commodity for the other by merely producing less of the one and 
more of the other (abstraction being made of any incidental costs of 


' The collective indifference is to be taken as an expository device, not as a 
rigorous conception. The relative weights to be assigned to the individual in- 
difference curves of which it is compounded will depend upon how the aggregate 
product is distributed, and this will not be the same for all positions of P. 
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change). Negative curvature, as in d, reflects a condition of decreasing 
returns, in the sense that more of either commodity can be had only 
by sacrificing progressively larger amounts of the other. Although a 
sufficient condition, the presence of decreasing returns is not a necessary 
condition of equilibrium. There would be a loss in moving away from 
P if equal costs were defined by the straight line c, which represents 
constant returns. Increasing returns, even, are consistent with 
equilibrium, provided that the degree of curvature of their graph is less 
than that of the indifference curve. It might happen, of course, that 
returns would decrease in one direction and increase in the other. 
Curve d, for example, might have a point of inflexion at or near P. 


Consider now the conditions of departure from equilibrium. The 
curve 7 is drawn so as to represent potential increasing returns between 
P and P,, which lies on a preferred indifference curve. If these 
increasing returns were to be had merely for the taking, if i were, for 
example, merely a continuation of the upper segment of d or c, P would 
not be a point even of unstable equilibrium. The advance from P to P, 
would be made by merely altering the proportions of the two commod- 
ities produced annually. To isolate the problem of increasing returns 
it is necessary to assume that P is a true point of equilibrium in the 
sense that it is determined by a curve of equal costs, such as d or ¢. 
The problem, then, has to do with the way in which the lower segment 
of d or c can be transformed into or replaced by such a curve asi. This 
requires, of course, that additional costs be incurred, of a kind which 
have not yet been taken into account. To diminish the amount of the 
one commodity which must be sacrificed for a given increment of the 
other, some of the labour hitherto devoted to its production must be 
used indirectly, so that the increase of the annual output of the one 
lags behind the curtailing of the output of the other. 

This new element of cost might be taken into account by utilising a 
third dimension, but it is simpler to regard it as operating upon Az, the 
increment in x accompanying the movement from P to P,, so as to move 
the indifference curve upon which P, lies towards the left. It would be 
an error, however, to think that the combinations of x with y and x + 
(Ax) with y — Ay (where (Az) is the contracted form of Az) are 
themselves indifferent, so that P, is, in effect, brought over on to the 
original indifference curve, J, and no advantage is reaped. The path 
from P to P, isa preferred route, not merely a segment of an indifference 
curve. The cost of moving along that route is a function of the rate 
(in time) of the movement. An equilibrium rate (which need not be 
constant), such as would keep the movement from P to P, continuous 
and undeviating, would be determined by the condition, not that 
(Az) and — Ay should negate one another, but that either an accelera- 
tion or a retarding of the rate would be costly or disadvantageous. 
Because a mountain climber adjusts his pace to his physical powers and 
to the conditions of the ascent, it does not follow that he might as 
well have stayed at the foot. Or, alternatively but not inconsistently, 
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the movement from P to P, may be conceived as made up of a series of 
small steps, each apparently yielding no more than a barely perceptible 
advantage, but only because the scale of reference for both costs and 
advantages depends at each step upon the position which has then been 
reached. 

Several sets of circumstances will affect the amount and direction 
of the movement. (1) Even if 7 has no point of inflexion, such as has 
been indicated at P, (merely to simplify the first stages of this analysis), 
it will sooner or later (taking into account the “ contraction” of Az) 
become tangent to an indifference curve. In the absence of any other 
factor making for change, progress would then come to an end. (2) 
There may be another possible alternative path of increasing returns 
extending upwards from P and curving away from J. The most 
advantageous route will then be a compromise between (or a resultant 
of) the two limiting alternatives. In such circumstances the only 
effective limitation imposed upon the extent of the movement may 
come from the failure of elasticity of demand on one side or the other. 
(3) Successive indifference curves cannot be supposed to be symmetrical, 
in the sense that dy/dz remains the same function of y/x. If, for 
example, the slope of successive indifference curves at points corre- 
sponding to given values of y/x decreases (indicating that the demand 
for the commodity measured in units of y is relatively inelastic), 
freedom of movement in the direction of P, is reduced, while it becomes 
advantageous to move a little way in the opposite direction along even 
such a path as c or d. Under inverse conditions (with — dy/dx in- 
creasing relatively to y/x for successive indifference curves) the extent 
of the possible movement in the direction of P, is increased. This 
conclusion amounts to no more than the obvious theorem that the degree 
in which the decreasing returns encountered in certain fields of economic 
activity operate as a drag upon the securing of increasing returns in 
other fields depends upon the relative elasticities of demand for the two 
types of products. But this consideration, like the others of which note 
has been made, serves to make clear the general nature of the reciprocal 
relation between increasing returns and the ‘“ extent of the market.” 
(4) Discoveries of new supplies of natural resources or of new productive 
methods may have either or both of two kinds of effects. They may 
tilt the curves of equal cost and they may modify their curvature 
favourably. In either event a point such as P is moved to a higher 
indifference curve, and the paths along which further progress can be 
made are altered advantageously. 
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A MATHEMATICAL THEORY OF SAVING 


I 


THE first problem I propose to tackle is this: how much of 
its income should a nation save? To answer this a simple rule 
is obtained valid under conditions of surprising generality; the 
rule, which will be further elucidated later, runs as follows. 

The rate of saving multiplied by the marginal utility of money 
should always be equal to the amount by which the total net 
rate of enjoyment of utility falls short of the maximum possible 
rate of enjoyment. 

In order to justify this rule it is, of course, necessary to make 
various simplifying assumptions: we have to suppose that our 
community goes on for ever without changing either in numbers 
or in its capacity for enjoyment or in its aversion to labour; that 
enjoyments and sacrifices at different times can be calculated 
independently and added ; and that no new inventions or improve- 
ments in organisation are introduced save such as can be regarded 
as conditioned solely by the accumulation of wealth. 

One point should perhaps be emphasised more particularly ; 
it is assumed that we do not discount later enjoyments in com- 
parison with earlier ones, a practice which is ethically indefensible 
and arises merely from the weakness of the imagination; we 
shall, however, in Section II include such a rate of discount in 
some of our investigations. 

We also ignore altogether distributional considerations, 
assuming, in fact, that the way in which consumption and labour 
are distributed between the members of the community depends 
solely on their total amounts, so that total satisfaction is a 
function of these total amounts only. 

Besides this, we neglect the differences between different 
kinds of goods and different kinds of labour, and suppose them to 
be expressed in terms of fixed standards, so that we can speak 
simply of quantities of capital, consumption and labour without 
discussing their particular forms. 

Foreign trade, borrowing and lending need not be excluded, 
provided we assume that foreign nations are in a stable state, so 

1 I.e. they must be such as would not occur without a certain degree of 


accumulation, but could be foreseen given that degree. 
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that the possibilities of dealing with them can be included on 
the constant conditions of production. We do, however, reject 
the possibility of a state of progressive indebtedness to foreigners 
continuing for ever. 

Lastly, we have to assume that the community will always 
be governed by the same motives as regards accumulation, so 
that there is no chance of our savings being selfishly consumed 
by a subsequent generation; and that no misfortunes will occur 
to sweep away accumulations at any point in the relevant future. 

Let us then denote by x(t) and a(t) the total rates of con- 
sumption and labour of our community, and by c(é) its capital 
at time ¢t. Its income is taken to be a general function of the 
amounts of labour and capital, and will be called f(a,c); we then 
have, since savings plus consumption must equal income, 


. em Pass: hice «6 kof) 


Now let us denote by U(z) the total rate of utility of a rate 
of consumption x, and by V(a) the total rate of disutility of a 
rate of labour a; and the corresponding marginal rates we will 
call u(~) and v(a) ; 





so that u(x) = wish 
dx 
__ aV(a) 
v(a) == “da =F 
We suppose, as usual, that w(x) is never increasing and v(a) never 
decreasing. 


We have now to introduce a concept of great importance in our 
argument. Suppose we have a given capital c, and are going 
neither to increase nor decrease it. Then U(x) — V(a) denotes 
our net enjoyment per unit of time, and we shall make this a 
maximum, subject to the condition that our expenditure x is 
equal to what we can produce with labour a and capital c. The 
resulting rate of enjoyment U(x) — V(a) will be a function of c, 
and will, up to a point, increase as ¢ increases, since with more 
capital we can obtain more enjoyment. 

This increase of the rate of enjoyment with the amount of 
capital may, however, stop for either of two reasons. It might, 
in the first place, happen that a further increment of capital 
would not enable us to increase either our income or our leisure ; 
or, secondly, we might have reached the maximum conceivable 
rate of enjoyment, and so have no use for more income or leisure. 
In either case a certain finite capital would give us the greatest 
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rate of enjoyment economically obtainable, whether or not this 
was the greatest rate conceivable. 

On the other hand, the rate of enjoyment may never stop 
increasing as capital increases. There are then two logical possi- 
bilities : either the rate of enjoyment will increase to infinity, 
or it will approach asympiotically to a certain finite limit. The 
first of these we shall dismiss on the ground that economic causes 
alone could never give us more than a certain finite rate of enjoy- 
ment (called above the maximum conceivable rate). There 
remains the second case, in which the rate of enjoyment approaches 
a finite limit, which may or may not be equal to the maximum 
conceivable rate. This limit we shall call the maximum obtainable 
rate of enjoyment, although it cannot, strictly speaking, be 
obtained, but only approached indefinitely. 

What we have in the several cases called the maximum 
obtainable rate of enjoyment or utility we shall call for short 
Bliss or B. And in all cases we can see thatthe community 
must save enough either to reach Bliss after a finite time, or at 
least to approximate to it indefinitely. For in this way alone 
is it possible to make the amount by which enjoyment falls short 
of bliss summed throughout time a finite quantity; so that if it 
should be possible to reach bliss or approach it indefinitely, this 
will be infinitely more desirable than any other course of action. 
And it is bound to be possible, since by setting aside a small 
sum each year we can in time increase our capital to any desired 
extent. 

Enough must therefore be saved to reach or approach bliss 
some time, but this does not mean that our whole income should 
be saved. The more we save the sooner we shall reach bliss, but 
the less enjoyment we shall have now, and we have to set the one 
against the other. Mr. Keynes has shown me that the rule 
governing the amount to be saved can be determined at once 
from these considerations. But before explaining his argument 
it will be best to develop equations which can be used in the 
more general problems which we shall consider later. 


1 As it stands this argument is incomplete, since in the last case considered 
above bliss was the limiting value, as capital tends to infinity, of the enjoyment 
obtainable by spending our whole income, and so making no provision for increasing 


capital further. The lacuna can easily be filled by remarking that to save gt in 


the nth year would be sufficient to increase capital to infinity (since z is divergent), 


and that the loss of income (<') would then decrease to zero, so that the limiting 
values of income and expenditure would be the same. 
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The first of these comes from equating the marginal disutility 
of labour at any time to the product of the marginal efficiency 
of labour by the marginal utility of consumption at that time, 
of 
1.€. v(a) = ag (*) >> Ww er ME Sapien a 

The second equates the advantage derived from an increment 
Ax of consumption at time ¢, to that derived by postponing it 
for an infinitesimal period 4t, which will increase its amount to 
Ax( + of At), since of gives the rate of interest earned by 

dc oc 
waiting. This gives 


ufx(t)} = {1 + of At} ufo + At)} 
or in the limit 
d of 
qr) ar oe 


This equation means that u(x), the marginal utility of con- 
sumption, falls at a proportionate rate given by the rate of 
interest. Consequently x continually increases unless and until 
either = or u(x) vanishes, in which case it is easy to see that bliss 
must have been attained. 

Equations (1), (2) and (3) are sufficient to solve our problem 
provided we know ¢o, the given capital with which the nation 
starts at t = 0, the other “ initial condition ” being supplied by 
considerations as to the behaviour of the function as t—> ». 

To solve the equations we proceed as follows : noticing that 
x, a and c are all functions of one independent variable, the time, 
we have 

d du of da Of de dt 
Tg He) - fa.c)} = Ge -F(ase) + Ua)ar a + U®) a a te 


= fac) + vas — “p(a,0) — 9% 


= oe »f v(a)g. (Using (2), (3) and (1).) 


Consequently, integrating by parts 
u(x) . f(a,c) = xu(x) — U(x) + V(a) + a constant K, 


or o = fae) — 2 = = — Oe) — Ma} 
t . 


- (4) 
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We have now to identify K with what we called B, or bliss. 
This is most easily done by starting in a different way. 


| (B — U(x) + V(a))dt represents the amount by which 
0 


enjoyment falls short of bliss integrated throughout time; this 
is (or can be made) finite, and our problem is to minimise it. 
If we apply the calculus of variations straight away, using 
equation (1), we get equations (2) and (3) again; but if, instead 
of this, we first change the independent variable to c, we get a 
great simplification. Our integral becomes 


fase eke. 





: dc/dt 
PSR FM ae ie 


Now in this x and a are entirely arbitrary functions of c, and 
to minimise the integral we have simply to minimise the integrand 
by equating to zero its partial derivatives. Taking the derivative 
with respect to « we obtain : 








f(a,¢) a {f(a,c) a ay? sae 
consequently = = f(a.) —#= aaa — ~ «+ (5) 


or, as we stated at the beginning, 


rate of saving multiplied by marginal utility of consumption should 
always equal bliss minus actual rate of utility enjoyed. 

Mr. Keynes, to whom I am indebted for several other sugges- 
tions, has shown me that this result can also be obtained by the 
following simple reasoning. 

Suppose that in a year we ought to spend £z and save £z. 
Then the advantage to be gained from an extra £1 spent is u(z), 
the marginal utility of money, and this must be equated to the 
sacrifice imposed by saving £1 less. 

Saving £1 less in the year will mean that we shall only save 


P 1 : 
£z in 1 +: years, not, as before, in one year. Consequently, 


we shall be in 1 + , year’s time exactly where we should have 


been in one year’s time, and the whole course of our approach 


1 The upper limit will not be «, but the least capital with which bliss can 
be obtained, if this is finite. c steadily increases with ¢, at any rate until the 
integrand vanishes, so that the transformation is permissible. 
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to bliss will be postponed b , of a year, so that we shall enjo 
p a bs Joy 


: of a year less bliss and : of a year more at our present rate. 
The sacrifice is, therefore, 
1 
{B — (U(x) — V(a)}. 
Equating this to u(x), we get equation (5) again, if we replace 
z by > , its limiting value. 


Unfortunately this simple reasoning cannot be applied when 
we take account of time-discounting, and I have therefore retained 
my equations (1)-(4), which can easily be extended to deal with 
more difficult problems. 

The most remarkable feature of the rule is that it is altogether 
independent of the production function f(a, c), except in so far 
as this determines bliss, the maximum rate of utility obtainable. 
In particular the amount we should save out of a given income 
is entirely independent of the present rate of interest, unless this 
is actually zero. The paradoxical nature of this result will to 
some extent be mitigated later, when we find that if the future 
is discounted at a constant rate p and the rate of interest is 
constant and equal to 7, the proportion of income to be saved is 
a function of the ratio p/r. If p = 0 this ratio is 0 (unless r be 
0 also) and the proportion to be saved is consequently independent 
of r. 

The rate of saving which the rule requires is greatly in excess 
of that which anyone would normally suggest, as can be seen 
from the following table, which is put forward merely as an 
illustration. 





Family income per annum. Total utility. 





£150 2 
£200 3 
£300 : ° * , ; 4 
£500 ° ‘ é 3 ‘ 5 
£1000 : ° . , ‘ 6 
£2000 7 
£5000 8= 





Bliss. 





If we neglect variations in the amount of labour, the amount 
that should be saved out of a family income of £500 would be 
about £300. For then bliss minus actual rate of utility = 8 — 
= 5, Savings = £300 and marginal utility of consumption at 
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13a 


1] 
£200 = about g_q- (From £150 to £300 U(x) = 3.5 — 3 — 
a? se ™ 13 
15,000’ approximating by fitting a parabola, so that u(x) = ee 
x aS 
7,500 = 60 if x = 200.) 


It is worth pausing for a moment to consider how far our 
conclusions are affected by considerations which our simplifying 
assumptions have forced us to neglect. The probable increase 
of population constitutes a reason for saving even more, and so 
does the possibility that future inventions will put the bliss level 
higher than at present appears. On the other hand, the prob- 
ability that future inventions and improvements in organisation 
are likely to make income obtainable with less sacrifice than at 
present is a reason for saving less. The influence of inventions 
thus works in two opposite ways: they give us new needs which 
we can better satisfy if we have saved up beforehand, but they 
also increase our productive capacity and make preliminary 
saving less urgent. 

The most serious factor neglected is the possibility of future 
wars and earthquakes destroying our accumulations. These 
cannot be adequately accounted for by taking a very low rate 
of interest over long periods, since they may make the rate of 
interest actually negative, destroying as they do not only interest, 
but principal as well. 


II 


I propose now to assume that returns to capital and labour 
are constant and independent,! so that 


f(a,c) = pa + re, 
where p, the rate of wages, and 7, the rate of interest, are constants, 
This assumption will enable us 


(a) To represent our former solution by a simple diagram ; 

(6) To extend it to the case of an individual who only lives 
a finite time; 

(c) To extend it to include the problem in which future 
utilities and disutilities are discounted at a constant 
rate. 


1 It is worth noting that in most of (a) we only require independence of returns, 
and not constancy, and that nowhere do we really require wages to be constant, 
but these assumptions are made throughout to simplify the statement. They 
are less absurd if the state is one among others which are only advancing slowly, 
so that the rates of interest and wages are largely independent of what our 
particular state saves and earns. 
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On our new hypothesis the income of the community falls 
into two clearly defined parts, pa and rc, which it will be con- 
venient to call its earned and unearned income respectively. 


(a) Equation (2), which now reads 
v(a) = pu(z), 
determines a as a function of x only, and we can conveniently 
put 


— pa = consumption — earned income 


y 
ogi ae = v(a)/p 
Wy) = fwly)dy = [(u(x)da — v(a)da) = U(x) — V(a). 


W(y) may be called the total and w(y) the marginal utility 
of unearned income, since they are the total and marginal utilities 
arising from the possession of an unearned income y available for 
consumption. 

Equation (5) now gives 

reo — y = flac) —x# = core aes 


or — Wy) = a — 9); 


which means that the point (rc, B) lies on the tangent at y to 
the curve z = W(y). 

Figure (1) shows the curve z = W(y), which either attains 
the value B at a finite value y, (the case shown in the figure) or 
else approaches it asymptotically as y>o. 

In order to determine how much of a given unearned income 
rc should be saved, we take the point P, (rc, B), on the line z = B, 
and from it draw a tangent to the curve (not z= B, which 
will always be one tangent, but the other one). If the abscissa 
of Q, the point of contact, is y, an amount y of the unearned 
income should be consumed, and the remainder, re — y, should 
be saved. Of course y may be negative, which would mean that 
not only would the whole unearned income be saved, but part 
of the earned income also. 

It is easy to see that there must always be such a tangent, 
because the curve z = W(y) will have a tangent or asymptote 
y = — 7, Where 7 is the greatest excess of earnings over con- 
sumption compatible with continued existence. 

This rule determines how much of a given income should be 
spent, but it does not tell us what our income will amount to 
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after a given lapse of time. This is obtained from equation (3), 
which now gives us 

d 

Hew) = — rw(y) 
or Gehwaferr 2. et ce o 


Here A = w(y,), where yp is the value of y for ¢ = o deter- 


mined as the abscissa of Q, where P is (rey, B). 
Supposing, then, we want to find the time taken in accumulat- 
ing a capital c from an initial capital cy), we take P to be the 























P P 
z=B all ‘i 
Q 
<7 So y 
7 0 Spend Save sid 4, 
Fia. 1. 


point (rc, B) and Py, to be (rcy, B). w/(y) is then the slope of the 
tangent from P, and w(y9) the slope of the tangent from Po, so 
that the time in question 

1 = w(yYo) 1 1 slope of tangent from P, 


[__ - e a, — ee 


wy) 7 slope of tangent from P ° 


(b) Suppose now that we are concerned with an individual 
who lives only for a definite time, say 7' years, instead of with a 
community which lives for ever. We still have equation (4) 

, _ K — (Ux — V(a)) 
as cian a 
K — Wy) 


wy) o 


or me— y= 








552 THE ECONOMIC JOURNAL [DEC. 


but K is no longer equal to B, and has still to be determined. 
In order to find it we must know how much capital our man feels 
it necessary to leave his heirs; let us call this cg. 

Equation (8) means, as before, that y can be found as the 
abscissa of the point of contact Q of a tangent drawn from (rc, K) 
or P to the curve. P always lies on z = K, and its abscissa 
begins by being rcy and ends by being rcz. K we can take as 
being less than B, since a man who lives only a finite time will 
save less than one who lives an infinite time, and the greater K 
is, the greater will be the rate of saving. Consequently z = K 
will meet the curve, say at P,. 


| ° 











[2 











Fia. 2. 


From both P, and P; there will be two tangents to the curve, 
of which either the upper or the lower can, for all we know, 
be taken as determining y, and y;. If, however, c;> Cp» as in 
Fig. 2, we can only take the lower tangent from P,, since the 
upper tangent gives a value of y, greater than cither of the values 
of y;, which is impossible, as y continually increases. Taking, 
then, Q, as the point of contact of the lower tangent from Pp, 
there are two possible cases, according as we take as giving y3 
either Q;, the lower, or Q,’, the upper value. If we take Q,, 
P, moves straight to P;, and there is saving all the time; this 
happens when 7’ is small. But if 7 is large, Q, moves right 
along to Q,’, and P, goes first up to P,, and then back to P3; 





es TK ok 











1928] A MATHEMATICAL THEORY OF SAVING 553 


to begin with there is saving, and subsequently splashing. 
Similarly, if cy > c3, there are two possible cases, and in this case 
it is the lower tangent from P, that cannot be taken. 

In order to determine which tangents to take and also the 
value of K we must use the condition derived from equation (7) 





slope of tangent taken from Py — w(¥Yo) _ 
slope of tangent taken from P, = w(y3) 


This, together with the fact that the abscissae of P, and P, 
are Co, Cz, and that they have the same ordinate K, suffices to 
fix both K and the tangents to be taken. 


rT 


(c) We have now to see how our results must be modified 
when we no longer reckon future utilities and disutilities as equal 
to present ones, but discount them at a constant rate p. 

This rate of discounting future wtilities must, of course, be 
distinguished from the rate of discounting future sums of money. 
If I can borrow or lend at a rate r I must necessarily be equally 
pleased with an extra £1 now and an extra £(1 + 1) in a year’s 
time, since I could always exchange the one for the other. My 
marginal rate of discount for moncy is, therefore, necessarily r, 
but my rate of discount for utility may be quite different, since 
the marginal utility of money to me may be varying by my 
increasing or decreasing my expenditure as time goes on. 

In assuming the rate of discount constant, I do not mean 
that it is the same for all individuals, since we are at present 
only concerned with one individual or community, but that the 
present value of an enjoyment at any future date is to be obtained 
by discounting it at the rate p. Thus, taking it to be about 
2 per cent., utility at any time would be regarded as twice as 
desirable as that a hundred years later, four times as valuable 
as that two hundred years later and so on at a compound rate. 
This is the only assumption we can make, without contradicting 
our fundamental hypothesis that successive generations are 
actuated by the same system of preferences. For if we had a 
varying rate of discount—say a higher one for the first fifty 
years—our preference for enjoyments in 2000 a.D. over those in 
2050 A.D. would be calculated at the lower rate, but that of the 
people alive in 2000 a.p. would be at the higher. 

Let us suppose first that the rate of discount for utility p is 
less than the rate of interest r. 

Then equations (1) and (2) are unchanged, but equation (3) 
becomes 
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Gau(z) = — u(x){Z — p} 
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as we are now assuming rs constant and equal to r; 
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This equation is the same as (8) except that instead of w(y) 
and W(y), which is /w(y)dy, we have w'/’-9)(y) and /w'!’-) (y)dy. 
The method of solution both for a community and for an 
individual is therefore the same as before, except that instead of 
the real utility of unearned income we have to consider what 
we can call its modified utility, obtained by integrating the 
marginal utility to the power r/(r — p). This has the effect of 
accelerating the decrease of marginal utility and lessening the 
relative importance of high incomes. We can in this way trans- 
late our discounting of the future into a discounting of high 
incomes. The rate at which this is done is governed solely by 
the ratio of p to r, so that if p is 0 it is independent of the value 
of r, provided this is not also 0. The main conclusion of section I 
is thus confirmed. 

There is, however, a slight difficulty, because we have not 
really shown yet that if we are considering an infinite time, the 
constant K is to be interpreted as what might be called “‘ modified 


. (10) 


bliss,” 7.e. the maximum value of | jwrit-P(y)dy. This modified 


bliss would require the same income as bliss does, the modifica- 
tion being solely in the value set on it. This result can, however, 
be deduced at once from equation (9a), which shows that y 


: , rae dc 
increases until bliss is reached, so that qj C#m never become 
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negative and K cannot be less than modified bliss. On the other 
hand, provided this condition is fulfilled, 9(2) shows that the 
larger y is initially, the smaller will be A, and the larger will be 
y throughout future time. Hence K must be as smail as possible 
de 
dt 
so that K cannot be greater than modified bliss. Hence as it 
is neither less nor greater it must be equal. 

As in (6), we can adapt our solution to the case of an individual 
with only a finite time to live, in this case drawing tangents to 
the modified utility curve. 

An interesting special case is that of a community for which 


(provided it is not so small as to make —- ultimately negative); 
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It is clear that corresponding to K = B in the case when 
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we have here K = &, 
eee 
and savings a 
: : r—p : 
4.€., a constant proportion ————_—— of unearned income should 
iii r(a—1) +p 


be saved, which if p = 0 is ee and independent of r. 


If the rate of interest is less than the rate of discounting 
utility, we shall have similar equations, leading to a very different 
result. The marginal utility of consumption will rise at a rate 
p — 7’, and consumption will fall towards the barest subsistence 
level at which its marginal utility may be taken as infinite, if 
we disregard the possibility of suicide. During this process all 
capital will be exhausted and debts incurred to the extent to 
which credit can be obtained, the simplest assumption on this 
point being that it will be possible to borrow a sum such that 
it is just possible to keep alive after paying the interest on it. 


III 


Let us next consider the problem of the determination of the 
rate of interest. 
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(x) In the first place we will suppose that everyone discounts 
future utility for himself or his heirs, at the same rate p. 
Then in a state of equilibrium there will be no saving and 


dx dc 


di a” 
so that we have x = f(a,c) 
Q 
v(a) = Fux) 
ae 
_ 


three equations to determine 2, a and c. 
The last equation tells us that the rate of interest as deter- 


mined by the marginal productivity of capital of 


» Ae? must be equal 


to the rate of discounting p.1 
But suppose that at a given time, say the present, Md >». 


Then there will not be equilibrium, but saving, and since a great 
deal cannot be saved in a short time, it may be centuries before 
equilibrium is reached, or it may never be reached, but only 
approached asymptotically; and the question arises as to how, 
in the meantime, the rate of interest is determined, since it cannot 
be by the ordinary equilibrium equation of supply and demand. 

The difficulty is that the rate of interest functions as a demand 
price for a whole quantity of capital, but as a supply price, not for a 
quantity of capital, but for a rate of saving. The resulting state 
of affairs is represented in Fig. 3, in which, however, variations 
in the amount of labour are neglected. This shows the demand 
of 
dc’ 
the temporary supply curve c= cy. It is clear that the rate of 
interest is determined directly by the intersection of the demand 
curve with the temporary supply curve c= cy. The ultimate 
supply curve r = p only comes in as governing the rate at which 
Cy approaches its ultimate value OM, a rate which depends 
roughly on the ratio of PM to QN. We see, therefore, that the 


curve for capital r = the ultimate supply curve r = p and 


rate of interest is governed primarily by the demand price, and — 


may greatly exceed the reward ultimately necessary to induce 
abstinence. 


1 Equilibrium could, however, also be obtained either at bliss with p < or 
at the subsistence level with p> of Cf. (y) below. 
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Similarly, in the accounting of a Socialist State the function 
of the rate of interest would be to ensure the wisest use of existing 
capital, not to serve in any direct way as a guide to the proportion 
of income which should be saved. 


(8) We must now try to take some account of the fact that 
different people discount future utility at different rates, and, 
quite apart from the time factor, are not so interested in their 
heirs as in themselves. 

Let us suppose that they are not concerned with their heirs 


r 


P r=? 





Y 
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Oo N M e 
Fig. 3. 


at all; that each man is charged with a share of the maintenance 
of such children as are necessary to maintain the population, but 
starts his working life without any capital and ends it without 
any, having spent his savings on an annuity; that within his 
own lifetime he has a constant utility schedule for consumption 
and discounts future utility at a constant rate, but that this rate 
. may be supposed different for different people. 

When such a community is in equilibrium, the rate of interest 
must, of course, equal the demand price of capital = And it 
will also equal the “supply price,” which arises in the following 
way. Suppose that the rate of interest is constant and equal to 
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r, and that the rate of discount for a given individual is p. Then 
if r>p, he will save when he is young, not only to provide for 
loss of earning power in old age, but also because he can get more 
pounds to spend at a later date for those he forgoes spending 
now. If we neglect variations in his earning power, his action 
can be calculated by modifying the equations of IIc to apply 
to a finite life as in IIb. He will for a time accumulate capital, 
and then spend it before he dies. Besides this man, we must 
suppose there to be in our community other men, exactly like 
him except for being born at different times. The total capital 
possessed by 7 men of this sort whose birthdays are spread evenly 
through the period of a lifetime will be n times the average 
capital possessed by each in the course of his life. The class of 
men of this sort will, therefore, possess a constant capital depend- 
ing on the rate of interest, and this will be the amount of capital 
supplied by them at that price. (If p>vr, it may be negative, 
as they may borrow when young and pay back when old.) We 
can then obtain the total supply curve of capital by adding 
together the supplies provided at a given price by each class of 
individual. 

If, then, we neglect men’s interest in their heirs, we see that 
capital has a definite supply price to be equated to its demand 
price. This supply price depends on people’s rates of discount 
for utility, and it can be equated to the rate of discount of the 
“‘ marginal saver ”’ in the sense that someone whose rate of dis- 
count is equal to the rate of interest will neither save nor borrow 
(except to provide for old age). 

But the situation is different from the ordinary supply 
problem, in that those beyond this ‘‘ margin” do not simply 
provide nothing, but provide a negative supply by borrowing 
when young against their future earnings, and so being on the 
average in debt. 


(y) Let us now go back to case («) by supposing men, or 
rather families, to live for ever, and discount future utility at a 
constant rate, but let us try this time to take account of varia- 
tions in the rate of discount from family to family. 

For simplicity let us suppose that the amount of labour is 
constant, so that the total income of the country can be regarded 
as a function f(c) of the capital only. The rate of interest will 
then be f’(c). Let us also suppose that every individual could 
attain the maximum conceivable utility with a finite income 2,, 
and that no one could support life on less than 2. 
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Now suppose equilibrium ! is obtained with capital c, income 
f(c) and rate of interest f’(c) or r. Then those families, say m(r) 
in number, whose rate of discount is less than r must have attained 
bliss or they would still be increasing their expenditure according 
to equation (9a). Consequently they have between them an 
income m(r).2,. The other families, » — m(r) in number (where 
n is the total number of families), must be down to the subsistence 
level, or they would still be decreasing their expenditure. Con- 
sequently they have between them a total income {n — m/(r)}2z, 


whence f(c) = m(r)x, + {n — m(r)}x, 
= N.% + mr){x, — x}, 


which, together with r = f’(c), determines r andc. m/(r) being an 
increasing function of r, it is easy to see, by drawing graphs of 
r against f(c), that the two equations have in general a unique 
solution.” 

In such a case, therefore, equilibrium would be attained by 
a division of society into two classes, the thrifty enjoying bliss 
and the improvident at the subsistence level. 

F. P. RaMsEy 
King’s College, Cambridge. 

1 We suppose each family in equilibrium, which is the only way in which that 
state could be maintained, since otherwise, although the savings of some might 
at any moment balance the borrowings of others, they would not continue to do 
so except by an extraordinary accident. 


2 We have neglected in this the negligible number of families for which p is 
exactly equal to r. 


No. 152.—vou. XxXxXvIil. 














THE INCIDENCE OF TAXATION IN AGRICULTURE 1 


ALTHOUGH numerous publications dealing with such matters 
as theories of taxation in relation to agriculture, methods of rating 
and suggested modifications therein are extant, no composite 
review of the situation at given periods is available, nor has any 
estimate of the fiscal position occupied by agriculturists in 
comparison with persons pursuing other industries appeared. This 
has constituted a handicap to students of agricultural economics 
which it is hoped upon the present occasion in some slight measure 
to remedy. 

There are two distinct lines of approach to the subject—the 
historical and the statistical, and for each a mass of relevant and 
authoritative material is available, viz. the Reports of Depart- 
mental Committees, White Papers and statistical abstracts. 
Before proceeding to analysis it should be made clear, firstly, that 
this survey is confined to England and Wales, for the divergent 
systems in force north of the Border, where custom, law and even 
Nature all differ so widely, prohibit the inclusion of Scotland, 
and, secondly, that the large landowner is excluded from what is 
in effect an investigation into the circumstances of the tenant and 
of the smaller occupying-owner. Such treatment of the receiver 
of agricultural rents is drastic, but the immediate object in view 
is to ascertain the position of individuals pursuing agriculture as 
a means of livelihood. It will, moreover, be agreed that, no 
matter upon whom the first impact may occur, the owner meets a 
larger proportion of the statutory charges than the 50 per cent. 
which nowadays legally falls upon him, and, further, that the 
trend of legislation during the last two generations has been 
cumulatively to add to his load. Incidentally, approximately 
one-quarter of all farms are now owned by their occupiers. 
References to methods of assessment, to their efficacy, to the 
nature of the charges themselves—whether beneficial or onerous— 
or to any analysis of the causes of their fluctuations, cannot be 
attempted in what is merely a review of the situation occupied 
by the agriculturist now and in certain periods of the more recent 
past. Thus, too, aggregate, not individual, payments and average 


1 Being the substance of an Address to a Joint Meeting of Sections F and M 
at the British Association, 1928. 
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contributions rather than exceptional form the basis of what 
follows. 

Chronologically, wherever one turns, such expressions as the 
following are found :—‘‘ Poor rates, which no longer back than 
twenty years were so light that a farmer when he went to take a 
farm hardly thought it worth while to inquire the amount of 
them; but it is now become’ the first question he must ask ” 
(Kent, writing in 1796). In 1924 an audience of Norfolk farmers, 
unwittingly, but enthusiastically, endorsed the words of a resolu- 
tion protesting against the weight of taxation which had been 
adopted by their grandfathers, with infinitely more cause, exactly 
a century earlier. Last July the Field contained the following 
words :—‘‘ Agriculture has long suffered from unduly heavy 
burdens of local taxation,” and, almost simultaneously, when 
dealing with the position of the farmer, the Council of the Central 
Land-Owners’ Association stated that “‘ the present position, in 
comparison with previous depressions, is aggravated by the 
infinitely greater burden of taxation.” In August, a leading 
article in The Times held that there was “ still a possibility that 
when farmers are finally freed from the burden of the rates, they 
may be able by their own exertions to survive this crisis.’”’ The 
statements made by witnesses before each Commission, from 1819 
to 1919, are couched in almost identical terms. In fact, every 
generation of those associated with the land has considered itself 
exceptionally hard hit by what it designates as its “ burdens.” 
The Tribunal of Investigation was peculiar in this respect, for 
its Report contained no reference to the question. Were circum- 
stances different in 1924, or did that body correctly and tacitly 
sum up the situation ? 

Apart from Death duties, which, despite their heavy impact in 
certain circumstances, do not come within the scope of this 
inquiry, the so-called ‘‘ Burdens” are four in number—Rates, 
Tithe, Land tax and Income tax. It is common ground that all 
these charges fall on persons and not on property, but, on the 
other hand, economists will not freely endorse a popular tenet that 
the land is ‘‘ the farmer’s raw material,’ and, as such, should 
exempt him from contributing to local and national funds; if 
more legitimately regarded as a factory, the organisation of its 
numerous small and independent cultivator-capitalists still 
renders the question of taxation peculiarly difficult. 

With the exception of the two decades following the Napoleonic 
war, the collective weight of the charges in question, when 


compared with the other outgoings of the agriculturist, have never 
PP2 
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been really heavy, for, up to the first few years of the nineteenth 
century, even in the arable districts of the east of England, the 
weight of all forms of taxation represented from 7 to 10 per cent. 
of the gross expenditure. During the disastrous period of the 
1820’s the charges more than doubled, and then formed at least 
15 per cent. Conditions are familiar to all when rates, a large 
proportion of which fell upon the rural areas, were levied at the 
rate of twenty, thirty and even forty shillings in the pound; when 
tithe, taken in kind, was literally a tenth of the farm produce; 
when Land tax quotas were levied at 4s. in the pound, and when 
Income tax, as a new instrument, was effective at 10 per cent. 
down to the lower end of the scale. At that time the farmer, 
suffering in addition under a heavy load of direct taxation, was 
on more than terms of equality with other contributors. 

Turn, however, to the period, two generations later, when the 
industry was experiencing its greatest economic depression. The 
Reporis of the Commissioners of 1894 afford abundant evidence of 
the actual decline in the weight of taxation before any statutory 
steps to that end had been taken by Parliament. Between the 
years 1883 and 1894 the account-books of farms, scattered over 
England, reveal payments of rates ranging from 1-2 per cent. of 
outgoings up to 6-1 per cent., with an over-all average of under 
3 per cent.—equivalent to a little more than 2s. an acre. Sir 
E. W. Hamilton, in evidence before the Commission, officially 
corroborated these figures, saying that the rates on agricultural 
land then averaged 2s. 2d. per acre. The total contributions to 
national and local taxation were,in the words of the Commissioners, 
“* 3s. per acre, of which between 2s. and 2s. 8d. may be taken to 
be rates.” The following Table, relating to a Suffolk farm of 
some six hundred acres, has been evolved from the Report in 
question, and exhibits the steady nature of the favourable 
movement :— 


PERCENTAGE OF TOTAL OUTGOINGS. 








Years. Tithe. Rates and Taxes.} All ‘‘ Burdens.”’ 
1839-43 - : 6-1 3-9 10-0 
1863-7 ‘ . 5 4-2 2-4 6-6 
1871-5 3°4 1:3 4:7 
1890-3 3:2 1:3 4:5 














In the early ‘nineties it could not be said with truth that the 
level of taxation was high, but the times were exceptionally 
difficult, and, as a result of the Commission’s findings, the Agri- 
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cultural Rates Act of 1896 was passed, the maximum weight of 
Land tax was reduced from 4s. in the pound to ls., and tithe was, 
by Statute, transferred to the shoulders of the landlord. As a 
direct result of this readjustment of rates, and as a gesture towards 
non-agricultural payers, the 1899 Commission on Taxation was 
set up, whose findings deserve, in the light of recent events, much 
fuller consideration than they-received. 

Up to the outbreak of the war, or indeed up the end of 1918, 
the effective weight of local taxation bearing upon agricultural 
interests had, thanks to the 1896 Act, exceeded by little that of 
the ‘nineties. Of this there is abundant evidence available in the 
fourth volume of the Report of the Royal Commission of 1919, 
where cost-accounts relating to 325 farms in England, Wales and 
Scotland are fully dissected and described in the evidence of 
Mr. H. G. Howell. On the 146,000 acres of this really large 
sample, rates, including ‘‘ possibly some Income tax and probably 
Insurance,” averaged 2s. 11d. per acre, or still only 1-6 per cent. of 
all outgoings. Other witnesses agreed that the level of rates on 
agricultural land was about 3s. an acre. At this time wages 
accounted for some 24 per cent. and rent for 10 to 12 per cent. of 
expenditure, the heading ‘‘ Purchases’ (machinery, live-stock, 
fertilisers, etc.), as usual, accounting for over half of the farmer’s 
outgoings. Tithe was henceforward stabilised at £109 3s. 11d., and, 
in regard to Income tax, the years of prosperity only witnessed a 
justifiable and brief alteration in the basis of Schedule “ B” 
assessments. Prior to the post-war upheaval it is probable that 
landlords’ burdens represented less than 2s. 6d. an acre, and those 
theoretically met by tenants a very similar sum. 

During the last few years the customary steps have again been 
taken, and the Agricultural Rates Act of 1923 has once more 
halved the contribution of agricultural land, thus, in theory, almost 
exactly counter-balancing the increase of just under 100 per cent. 
in the average level of the rates themselves (6s. 83d. in 1913-14 
and 13s. 5d. in 1927-8); as, however, rates in rural districts rose 
higher, i.e. over 130 per cent., than those in urban areas, the 
effective increase, based on Ministry of Health official figures, lies 
somewhere between 35 and 40 per cent. Rather more than half 
of this is apparently due to assessments raised in conformity with 
the movement of rents, but now lagging behind the latter. Again, 
by the supplementary Act of 1925, farm buildings have become 
derated. Under the three Acts in question the Exchequer contri- 
butions have been as follows :—1896, £1,320,000 ; 1923, £2,856,000; 
1925, £700,000, making a total of almost £5,000,000, the remaining 
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body of rate-payers, thanks particularly to the nature of the 1896 
grant, being called upon to make good a deficit running into 
several millions. Such was the extent of the success achieved by 
agricultural interests, but in this connection the escape from the 
rating net, in the eighteenth and nineteenth centuries, of other 
forms of property should be borne in mind. In these circum- 
stances, during the financial year 1927-8, rates levied on agri- 
cultural land averaged only 2s. 8}d. per acre, or, if we exclude 
from our calculations the five million acres of “‘ rough grazings,”’ 
3s. 24d. Expressed alternatively, the contribution in question 
(£4,132,000) is approximately equal to £10 per ‘ farm” 
(410,000) in England and Wales, or £13 13s. per “ farmer ”’ 
(300,000). This is not a heavy burden, even if met in its entirety 
by tenants, for, on the majority of farms, rates still represent less 
than 2 per cent. of outgoings. In this connection, compare the 
component costs entailed in the production of an acre of cereals— 
e.g. 35s. to 40s. for labour, and an average of 31s. for rent. 

The effective trend of legislation and of economic circum- 
stances is well revealed by placing in juxtaposition with the 
examples previously quoted the 1926 data relating to a number of 
Kast Anglian holdings. 


DISTRIBUTION OF OUTGOINGS. 











1884-93. | 1919. 1926. 
5farms. | 325 farms. 13 farms. 
Live-stock, feeding stuffs, machinery 
and manures z ; 52-1 51-0 43-6 
Labour 20-5 24-0 28-9 
Rent . 17-3 10-0 11-6 
Rates . 1:8 1-6 1-6 
Other Expenses 8-3 13-4 14:3 











A recent White Paper affords the interesting information that 
the contribution to local rates by “‘ agricultural land ” in 1927-8 
formed merely 2-4 per cent. of the total payments from all classes 
of property. Bearing in mind the capital sums represented, 
compare figures of 2-8 by gas and electricity undertakings, 2-2 per 
cent. by warehouses, and 2-6 by licenced houses. The Census of 
Production gave the value of the output of all such land (including 
rough grazings) in England and Wales in 1925 at £225,000,000, or 
£8 10s. per acre. Once again, local taxation, even if wholly 
remaining with the tenant-farmer, represents only 1-58 per cent.— 
not an important element in the cost of production. 

In October next the remaining rates on agricultural land 
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(amounting in England and Wales to £4,132,000) are to disappear, 


ce 


as part of a comprehensive scheme for relieving “‘ productive ”’ 
industries which will involve the reorganisation of our system of 
Local Government. Great expectations have been attached to 
the proposal, but it is difficult to endorse the findings of The 
Times leader-writer, who stated that—‘‘ If the farmer can only 
contrive to carry on for the next eighteen months, then there is a 
real hope that the large constructive policy set out in the Budget 
may bring back into cultivation land that has been left to run wild, 
bring tenants to farms that are now unoccupied—is this the 
process that is known as a ‘ dole to the landlord ’?—and give 
British agriculture a new lease of life.’ There inevitably recur 
these words of the late Professor Nicholson :—‘‘ If we take the 
Reports of the last two Commissions on agricultural depression, we 
find that the main causes are, in the first period, bad seasons, and 
in the second, low prices. The precise influence of rates and taxes, 
even if considerable, would be overshadowed hy these greater 
causes.” This explanation, indeed, holds true with still greater 
force in the case of the third depression through which the 
industry has just passed, or is still passing. Incidentally, matters 
are not so bad as the leader-writer imagines (the conditions he 
describes are a century old); on the other hand, the reliefs to 
which he refers so hopefully are of far less magnitude than he 
postulates. A remission of two or three shillings an acre cannot 
bring about an agricultural millennium. 

Two or three factors call for brief comment. It is often stated 
that landlords will ultimately reap the benefit of this policy. 
Without entering into a full discussion of the prevalence of 
economic rents or of the distribution of the two sets of profits 
concerned, it may be pointed out that (a) there is a little evidence 
that rents were raised shortly after 1896 or 1923, but (b) that 
lengthy tenancies, had they still been commonly in vogue, would 
have secured to the occupier the clear reduction which in theory 
annual leases fail to accomplish. Again, it is inevitable that relief 
should be accorded without regard to comparative needs, and the 
successful market-gardener, the fruit-grower, and the fen farmer 
may secure benefits greater than those granted the light-land 
farmer and the struggling producer of wheat on the heavy clays. 
It has been suggested, in general, that the grass-land farmer 
stands to gain most, as, owing to his smaller wages bill, rates 
should form a larger proportion of his outgoings. Close investi- 
gation, however, indicates that there is little foundation for 
this belief, 
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The objection of the Departmental Committee on Local 
Taxation to the “ unduly heavy burden” caused by the large 
amount of rateable property in proportion to the “ general 
ability ” of farmers will henceforward have no force, and any 
suggestion for the remission of local rates on farm dwelling-houses 
will rightly meet with strong opposition, for such contributions, 
together with those on farm cottages, will in future represent the 
only payments made by agriculturists for local purposes. A few 
months hence farm-land will have been relieved of total payments 
equivalent to over 12s. per acre per annum (about £40 per “ farm ” 
and over £50 per “‘ farmer ’’); more than half (£9,000,000) of this 
will have come from the pockets of the tax-payer, the remainder 
(about £7,000,000) from increased payments by non-agricultural 
rate-payers. If the latest instalments of the reliefs are, to the 
farmer, relatively unimportant, the principle at stake, on the 
grounds of equity, has, for over thirty years, affected the whole 
community. 


a3 


Tithe, now regarded as a reserved rent-charge, for centuries 
deriving its sanction from custom and not from Statute, has 
always proved a thorn in the side of the agriculturist. Placed on 
a money basis in 1836, and made a legal charge against the land- 
owner in 1891, its level from the former date until 1917 varied 
with that of the three principal cereals. Despite the fact that in 
times of depression it automatically fell, and actually remained 
below par from 1883 to 1916, its incidence was always stressed 
by witnesses before the Commissions. In 1914 payments amounted 
to £2,795,000, and represented 1s. 93d. (or, on the alternative 
acreage basis, 2s. 03d.) peracre. While it is admittedly capricious, 
and, in reality, reflects the economy and cropping of 1836, its 
present weight (£3,396,750, exclusive of sinking.fund contri- 
butions) is not crushing, amounting to 2s. 24d. (or 2s. 6d.) per acre, 
£8 per “farm” or £10 17s. per “farmer.” Instances of tithe 
ranging up to 10s. per acre are met with, and, in such circum- 
stances, it can represent the heaviest ‘‘ burden ” on the landlord 
or on the occupying owner. If redeemed tithe is to be regarded 
as still effective, then an addition of 74d. per acre must be made to 
the figures just quoted. 

Legislation, hastily passed, limited the rise in tithe in the boom 
years to £109 3s. 1ld., subsequently modified to £105, plus a 
sinking fund of £4 10s. per annum, which, in some eighty odd 
years, will effect the termination of the charge. An increase 
between 1914 and the present time of only 21 per cent. in the gross 
weight would normally be defensible on economic grounds, but 
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the arbitrary nature of the charge causes any increase to be the 
signal for political and religious recriminations which have 
generally confused the issue. From the economist’s standpoint 
the only drawback to the final settlement is the uncertainty 
attaching to future money values—what, for instance, will £105 
represent in 1940, 1960 or 1980? 


Land tax, a really small charge, bringing in nowadays only 
£600,000 per annum, the whole of which, for the purpose of this 
inquiry, must be assumed to come exclusively from the owners of 
agricultural land, has, of the four burdens, the least satisfactory 
foundation. It reflects, indeed, the political complexion of the 
country in the year 1692, and its weight is greatest in the home 
counties, and in precisely those districts where arable farming is 
most liable to depression. Averaged on the customary basis, it 
represents a charge of 44d. (or 54d.) per acre, £1 9s. 3d. per 
“farm,” and £2 per “farmer.” In rate of assessment it cannot 
exceed ls. in the pound, and, on genuine farm land, as opposed to 
real property ‘‘ in process of development,” its weight, even in the 
eastern counties, is never serious. The Commissioners held that 
this charge, originally imposed on all forms of property and 
incomes, and subsequently shifted on to one particular type, was 
not only a tax—thus refusing to affirm that “ old taxes are no 
taxes ’’—but that the system under which it was levied made it 
more unequal in incidence. The majority of authorities, indeed, 
hold that redeemed Land tax is still to be regarded as a charge on 
the property concerned; in this event, its weight should perhaps 
be doubled. Even the method of its collection is open to criticism, 
for an undue proportion of the proceeds are swallowed up in the 
process. Its abolition, which would represent a small loss to the 
Exchequer, is always violently opposed by those who have them- 
selves carried out redemption, and it would seem that as a charge 
it must still remain subject to slow attrition. 


In discussing the incidence of Income tax it must again be 
emphasised that the receiver of rents is not included in this 
review. Thanks to his forbear’s skilful action, entailing alleged 
illiteracy and complete ignorance of book-keeping principles, the 
present-day tenant has had conferred upon him the far-reaching 
and unique privilege of being assessed either upon his rent or upon 
his profits. Naturally the overwhelming majority have elected 
to come under the former system, viz. Schedule “‘ B,”’ the number 
assessed under Schedule “ D ” ranging between 200 and 2,700 out 
of a total of 300,000. Unfortunately, information is almost 
completely lacking in regard to the net payments under the two 
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Schedules in question, but if it is appreciated that the average size 
of a farm is but little over 60 acres in extent, that each “‘ farmer ” 
is only responsible for some 80 acres, and that the average rental 
of this land is 31s. per acre, then it is clear that, with the existing 
method of deductions and allowances, every married man farming 
land up to about 150 acres is totally exempt, and that possession 
of even a small family carries exemption up to 300 acres. Asa 
matter of fact, less than one farm in eight exceeds 150 acres in 
area. The contributions, therefore, under Schedule “ B,” which, 
some twenty years ago (a period when figures were available), 
produced £203,000, must still be extremely meagre. During the 
war years the 2,000 persons electing to be assessed under Schedule 
“ D ” revealed an average profit of a little over £300 per annum, or 
half what they would have been assessed upon under “ B.” The 
only composite estimate of the contribution of farming profits is 
represented by an unofficial statement made to the Colwyn 
Committee, which placed the figure at £1,500,000 in 1922-3—this, 
in an admittedly bad year, is equivalent to £5 per “ farmer.” 
Practising agriculturists are too apt to claim that Income tax is an 
element in the cost of production, and when analysing financially 
their operations have been known to add 10s. an acre to each crop, 
on the ground that tax paid on other sources of income should be 
debited to these products as forming an essential part of their cost. 
Much can be urged against the retention of Schedule “ B”’; 
thus, parts of the country produce examples of heavy profits made 
on small areas of land (£5,000 has been cleared on a farm of 200 
acres producing carrots and onions), and the spread of edueation 
has made it possible for all tenants to complete the requirements of 
Schedule “ D.”” Whatever may be the position of the owner of 
large tracts of agricultural land, neither the tenant farmer nor the 
occupying-owner of less than 500 acres is entitled to regard Income 
tax as a “‘ burden.” 
It now becomes possible to compare the combined weight of 

taxation before and after the war :— 

















Acres of Per acre. 
crops, 
grass and Total. | Total Sum. 
rough Rates. Tithe. Land Tax. 
grazings. 
1914 30,896,000 1s. 11}d. ls. 93d. 5d. 4s. 2d. | £6,435,000 
(£3,000,000) | (£2,795,000) | (£640,000) 
1927 30,716,000 2s. 84d. 2s. 24d. 43d. 5s. 34d. | £8,129,000 
(£4,132,000) | (£3,397,000) | (£600,000) 
Increase . 38-7% 21-8%, —10-0% | 265% | 26-39% 
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The increase in the standard rate of Income tax is, of course, 140. 
Tithe and Land tax redeemed subsequent to 1914 are excluded 
from this review, but their inclusion would not materially affect 
the figures, all of which have been derived either from the official 
publications of the Departments concerned or from specific 
information. It must be generally agreed that a net increase of 
26 per cent. at a time when every other industry and individual 
had been called upon to face much heavier increments does not 
afford grounds for serious complaint. 

This raises the question of the allocation of the three outgoings 
in the above table as between landlord and tenant. In 1914 the 
two charges falling upon the former were 2s. 23d.; they are now 
2s. Td., an increase of 16 per cent., or considerably less than the 
(temporary) augmentation in tenant’s contributions. While it is 
significant that the bulk of the agitation for the remission of rates 
has emanated from tenants, and tithe increases have been opposed 
by landlords, the latter have, in the upshot, secured smaller con- 
cessions, for, on the complete derating of land, when the total 
payments per acre will be reduced by rather more than half, those 
remaining will comprise owner’s burdens. While these charges 
now only amount on the average to 8-3 per cent. of rentals, any fall 
in the rents themselves will appear to add to their weight. The 
aggregate of the three principal charges will, however, in future 
certainly be lower than it has been since the end of the eighteenth 
century. If no concessions had been granted agriculturists during 
the last forty years the incidence of rates and tithe would have been 
crushing, and, collectively, the charges would have made the 
position of the tenant difficult, that of the landlord almost im- 
possible. As matters are, the combined charges even now 
represent less than 4s. in the pound on the gross rents. 

The present position of the tenant in relation to his outgoings, 
taking 1914 as the basic year, is as follows :—rents, after having 
been increased by at most 15 to 20 per cent., have in all probability 
reverted to the 1914 level; labour has been augmented by at least 
90 per cent.; purchases range from a decline of 30 per cent. (in 
the case of certain fertilisers) up to an increase of 70 per cent.; 
rates, forming less than 2 per cent. of the total, have increased 
by 38 per cent. The General Index-number applicable to 
his receipts fluctuates between 40 and 50 per cent. above this 
base. 


It is invariably a source of surprise to English agriculturists to 
find that the level of taxation in other countries may be higher 
than in their own. Thus, in the Old World, the much-quoted 
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Danish farmer contributes to taxation in accordance with the 
fertility of the soil he uses—the equivalent of 15s. per acre is 
reported to be a common figure on medium-sized farms, and 
examples of £1 are not unknown. Income tax is levied on a 
sliding scale, which extends sufficiently far down to touch the 
smallest proprietor. 

In the New World, taking Canada as an example, rates range 
from 10 cents per acre, on prairie farms, up to 1 dollar 50 cents on 
suburban holdings; in such provinces as Ontario the average 
would appear to be in the neighbourhood of 70 cents—say 3s. 
—proportionately a far heavier burden than the very similar sum 
now levied on English farmland, where the outgoings per acre are 
approximately double those in Canada. Even the substitution 
of ‘‘ fair values ”’ for a flat rate system, which operates in favour 
of rural districts, seems not to have reduced taxation to the level 
which it is assumed by many persons on this side of the Atlantic 
to occupy. 

Much light would be thrown on the whole question by a world 
survey of the incidence, or the effects, of taxation upon agri- 
culturists. This, surely, is a question for the International Agri- 
cultural Institute at Rome, whose functions are economic as well 
as statistical. That body will, in the course of the next two years, 
be conducting a world census of agricultural production, to 
embrace also the social aspects of the industry. What a remark- 
able opportunity is thus presented for an investigation of the com- 
parative economic and fiscal position occupied by agriculturists 
in relation to their States, and the efficacy of different methods of 
taxing both the owner of real property and the cultivator of the 
soil. 

To sum up the situation in this country. The English tenant- 
farmer and the occupying-owner of nine out of ten farms do not 
now suffer, and have not for the last eighty years, suffered under 
heavy taxation. Psychology, conservatism, ignorance of history 
and lack of knowledge concerning the contributions made by other 
groups of individuals are together responsible for a widespread 
belief that the agriculturist is subjected to excessive taxation. On 
the other hand, the contributions taken from the owners of con- 
siderable properties in the form, not only of annual contributions, 
but of Death duties, swallow up a large proportion of the gross 
rents received by a numerically small body. The economic 
tendency which leads to the shifting of burdens from the one 
class to the other has been encouraged by legislation. While 
there may be more equitable and more effective methods of taxing 
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practising agriculturists, there is, certainly, little opportunity, or 
need, for further reduction in the existing forms, except possibly 
in one or two minor directions. Land tax should either be 
abolished or amalgamated with other forms of taxation, and 
Schedule “‘ B ” of the Income tax, as an option, should be with- 
drawn; the incidence of Death duties on real estates might receive 
further sympathetic consideration. 

After all, the passage of an extremely brief period in the life- 
history of English agriculture has resulted in remarkable changes. 
It has witnessed the disappearance of many anomalies, and it has 
revealed the land as possessing great recuperative powers; it has 
seen the defeat of the Physiocrats and of their successors; it has 
witnessed, not only the reversal of a tendency for taxation and 
rating to fall disproportionately on one particular class of property, 
but the progressive alleviation of charges deeply rooted in custom 
and tradition—it has even seen the roots themselves torn up; 
despite the prophecies and fears expressed before numerous Com- 
missions, the resulting transference of millions of pounds has been 
successfully accomplished. The final stages of the process, 
originally brought about by rural agitation, involve the recon- 
struction of the British system of Local Government, the whole- 
sale re-assessment of properties and the recasting of the relation- 
ship between the Central Government and subordinate authorities. 
The dispassionate historian, looking back at the past century, sees 
the grandfather of the present farmer, in addition to meeting in 
their entirety the present-day emasculated “‘ burdens,” taxed 
upon his riding horse, on his working horses, on his carts, on his 
gig, on the malt he produced, and on the windows of his house. 
But, in commenting on the extent of the grandson’s victory, he 
cannot fail to express surprise at the calm attitude with which all 
the reliefs and grants have been accepted. Whilst struggling for 
reduction of taxation, three different generations of English 
farmers have passed through periods of depression, surmounting 
on each occasion economic disabilities far greater than those 
associated with their statutory charges. If they have preferred to 
concentrate upon the task of securing remission here, rather than 
elsewhere, who shall criticise their policy? Now that this 
particular campaign has drawn to a successful conclusion, how- 
ever, may there not be anticipated an assault by them and their 
advisers upon the other, and far larger, sources of expenditure, 
involving eventually a drastic reorganisation from within? What 
discoveries may not be in store for those, for example, who study 
the economics of the application of labour and of the utilisation of 
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machinery or who investigate methods of marketing? An 
age-long agitation, of minor economic import, but crossed by 
political, social and even religious issues, has drawn to a conclusion. 
The ground is clear for concentration upon the major problems 
of agriculture. 


J. A. VENN 

















A CENTRAL BANK FOR INDIA 
I 


Tre object of this paper is in the first place to trace in the 
briefest possible manner the history of the proposal of a Central 
Bank for India; secondly, to examine the reasons why the 
Reserve Bank Bill recently did not pass into law, and thirdly, to 
review the principles underlying the proposed Bill. It may be 
sometimes necessary to make a long ramble through rough 
country. We make no claim to cover all the details, as this 
would terrify and bewilder the inquirer and distract one from the 
broad facts that have to be understood. The charter of the 
Imperial Bank of India expires in 1931, and when the question 
of the renewal of the charter of the Imperial Bank is considered 
at the close of 1929 or in 1930, the Central Bank question may be 
reopened. 

The proposal of a Central Bank for India is a very old one. A 
Central Bank, of course, after the war means a different thing, as 
we shall see, from what it did before the war, and far more so than 
it was conceived in the earlier part of last century. In 1836 a 
proposal was put forward for a ‘“‘ great banking establishment for 
British India ”’ to “ facilitate the receipt of the revenue and its 
subsequent diffusion through the various channels of the public 
expenditure, furnish the remittance to Great Britain of the sums 
required there for the home charges, and enable the East India 
Company to act up to the intention of the Legislature by keeping 
their Government entirely aloof from that interference with the 
commerce of India which the present system of remittance 
involves.” 1 The greatest of India’s Finance Ministers, James 
Wilson, the father-in-law of Bagehot and the founder of the 
Economist, spoke in the Legislature in 1859 of ‘‘ a national banking 
establishment, capable of gradually embracing the great banking 
operations in India, and of extending its branches to the interior 
trading cities as opportunity might offer.’ His successor, Mr, 
Laing, saw that the advantage of such a bank was obvious, and 
believed ‘“‘ history shows what an important resource a bank may 
be to the Government in times of difficulty. The advantages to 
commerce, though less obvious, are not less real.’ In 1870 a 
1 My Indian Finance and Banking (Macmillan & Co.), pp. 350 ff. 
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member of the Viceroy’s Cabinet, Mr. Ellis, minuted that ‘‘ The 
change which I advocate as the best is the establishment of one 
State Bank for India. . . . I believe the Bank of France would 
furnish a model which, with suitable modifications, might be 
adopted for India.”” From this time until 1899, when the Fowler 
Committee on Indian Currency reported, the question was more 
or less lost sight of. The vagaries of silver were indeed a far more 
pressing question than the creation of a strong Central Bank. Sir 
Everard Hambro, one of that Committee, emphasised, as indeed 
did the witness, Mr. Alfred de Rothschild, the advantages of a 
strong Central Bank in assisting currency policy and also in 
developing the banking resources of India. Unfortunately 
provincial jealousies were too great to enable this proposal to be 
carried out, and in 1901 the Government of India and the Secretary 
of State decided to abandon the scheme for the establishment of a 
Central Bank for India which from 1899 to 1901 had been under 
discussion. ‘“‘ You have come,” wrote the Secretary of State in a 
despatch dated 26 July 1901, “‘ reluctantly to the conclusion that 
the circumstances are unfavourable to the policy of pressing on 
the Centralisation Scheme at the present time. This opinion I 
consider myself bound to accept; but I agree with your Excellency 
that it will be distinctly advisable, as soon as may be practicable, 
to establish a Central Bank in India, for the reasons given in your 
letter and in Sir Edward Law’s able minute; and I request that 
this object may be kept in view, and that the scheme may be 
revived whenever there is a possibility of its being successfully 
carried out.”»1 The Royal Commission on Indian Finance and 
Currency, 1913, usually known as the Chamberlain Commission, 
considered the question. They had before them two Memoranda, 
one from the pen of the most brilliant financier that the India 
Office has perhaps known for half a century, Sir Lionel Abrahams, 
and the other by Mr. J. M. Keynes. The Commission did not 
1eport either for or against the establishment of a Central Bank, 
but suggested the appointment of a small expert Committee to 
examine the whole question, and either to pronounce against the 
proposal or to work out in full detail a concrete scheme capable of 
immediate adoption. 

The memorandum by Mr. Keynes merits special attention, 
because it anticipates part of the Hilton Young Commission on 
Indian Currency and Finance, 1926. Mr. Keynes outlines a 


1 Quoted in Sir Lionel Abraham’s ‘‘ Memorandum on Proposals for the 
establishment of a State Bank for India,” App. XIV, p. 339, Chamberlain 
Commission, 1913. 
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constitution and deals with the capitalisation of the Bank, the 
division of profits, the regulation of the note issue, and other 
functions of such a bank. ‘‘ The undesirable features in the 
Government’s present degree of responsibility ... are . . . due 
to the lack of a suitable machinery. . . . The business is of a kind 
where immediate action and undivided responsibility in regard to 
details is essential, whereas, if it is dealt with in the ordinary 
mills of Government, this is nearly impossible. . . . Banking 
business must be outside the regular Government machine, 
ignorant of ‘ proper channels,’ and free of the official hierarchy 
where action cannot be taken until reference has been made to a 
higher authority. . . . The presence of private capital is probably 
a considerable bulwark against some kinds of political pressure. 
Continental experience shows that private ownership of the 
Bank’s capital, even although the shareholders have no more than 
advisory powers, is an important safeguard of the Bank’s inde- 
pendence; and continental writers have laid great stress-on this.” 

The war showed the advantages of amalgamation of the 
three Presidency Banks. After the armistice the question was 
discussed informally between the Government and the banks. An 
Act was passed by the Indian Legislature in September 1920 
providing for the amalgamation, and the Act took effect from 
27 January 1921. The amalgamated bank is not a Central Bank 
performing the functions of a Central Bank in regard to the note 
issue. Its traditions are those of the three Presidency Banks, 
its present make-up and general business being those of a Joint 
Stock Bank. India requires to-day in her banking system two 
essentials—one a strong Central Bank in whose hands the control 
of currency and discount policy and responsibility for both bank- 
ing and currency reserves will be undivided, and secondly the 
development of banking facilities with branches and agencies up 
and down the country-side. The Hilton Young Commission came 
to the conclusion that one institution in India could not fulfil both 
these demands. It would not be fair to other banks to give one 
bank, such as the Imperial Bank of India, a monopoly in this 
respect, nor would it be fair to expect the member banks (which 
are to be compelled to keep a part of their reserves with the 
Central Bank) to agree to a Central Bank which should compete 
with them in exchange and possess the monopoly of the note 
issue as well as the use of the balances of Government. Notwith- 
standing the presence on the Hilton Young Commission of one of 
the Governors (Sir Norcot Warren) and four other members 
closely connected with the direction of the Imperial Bank, the 
No. 152.—voL. XXXVIII. QQ 
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Hilton Young Commission decided—it is believed with reluctance 
—that the Central Bank could never be the Imperial Bank. They 
were faced with the alternative of leaving the control where it is 
now, divided between the Secretary of State, the Government of 
India and the Imperial Bank, or of recommending an entirely 
new bank, a bank working in an atmosphere no longer Govern- 
mental but representative of the commerce and industry, including 
agriculture, of the country. The Imperial Bank could not be 
entrusted with Central banking functions unless its activities were 
limited purely to the field of Central banking. By the conversion 
of the Imperial Bank of India into a Central Bank, said the Com- 
mission of 1926, ‘“‘ The country would then lose the benefit of the 
elaborate and widespread organisation which has been set up, 
through the length and breadth of India, to make available to the 
community the increased commercial banking facilities, which are 
so urgently needed, and to assist in fostering, among the people 
as a whole, the habit of banking and investment.” 4 

It will be remembered that the International Financial Con- 
ference which met at Brussels in 1920 recommended that “in 
countries where there is no Central Bank of issue, one should be 
established.” The second Resolution on currency of the Inter- 
national Economic Conference which met at Genoa in 1922 was 
to the same effect, and it also recommended that banks, and 
especially banks of issue, should be free from political pressure. 
Indian finance between 1922 and 1928 showed the necessity and 
the overwhelming advantages of a more unified system of banking. 
The absence of real and unified control over credit makes the 
maintenance of monetary stability very difficult and often 
uncertain. The growth of confidence is impeded. Confidence in 
the Joint Stock Bank makes for progress, and confidence means 
that the banks in times of stress are able to turn the maximum of 
their assets into cash. Our experience has been that when 
stringency takes place, distrust is also apt to take place, and dis- 
trust means that people and banks cling to cash, so that a crisis is, 
under a system of decentralised banking such as obtains in India 
at the present time, unavoidable. Ask any Joint Stock banker in 
this country to-day outside the Imperial Bank of India where 
lies the weak spot of Indian banking. He will point out the 
absence of adequate rediscount facilities which makes the position 
of Indian banks sometimes very precarious. Indian Joint Stock 
Banks must earn dividends and at the same time keep high cash 
reserves in case of necessity. With a Central reserve, a developed 
1 Para. 87, p. 35, Report (Cmd. 2687: 1926). 
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rediscount market and an elastic currency there would be strength 
in our banking system. Indeed, a Central Bank alone can 
adequately extend in times of stress credit to all who produce 
securities that represent credits to solvent people in regard to true 
commercial transactions. We have to remember that especially 
in this country, where the population is illiterate and banking 
undeveloped, the development of Joint Stock banking cannot 
proceed safely without a Central Bank. It sometimes appears to 
be doubtful to some (for example, to Mr. Gubbay, General 
Manager of the P. & O. Banking Corporation, in his interesting 
paper on “ Indigenous Indian Banking ”’ read before the Royal 
Society of Arts in November 1927) how a Central banking system 
such as recommended by the Hilton Young Commission can be 
superimposed on the existing indigenous banking system. It may 
be argued that (1) the absence in indigenous banking of securities 
acceptable to a Joint Stock Bank or the Reserve Bank, and (2) the 
difficulty of establishing contacts between the Indian trader and 
the Joint Stock Bank stand in the way of bringing the indigenous 
banking system within the system under control of the Reserve 
Bank. There appears to be much truthin what Sir Henry Strakosch 
said, that it is not necessary for a bill of exchange to be eligible 
for discount that it should be supported by documents as in the 
case of overseas bills drawn on London, where documents are 
released only when the bill is accepted. Domestic bills in Great 
Britain, America and the Continent are usually unaccompanied by 
supporting documents, and they are accepted for discount at the 
Joint Stock Banks and for rediscount at the Central Bank. When 
the Indian trader finds a bill representing an exchange of goods 
commands a readier market than at present he will conform to the 
requirements of the banker. Indeed the hundi may become 
standardised. In the Shroff (or Indian banker) and the smaller 
Indian banker we have a nucleus of bill brokers or a money 
market in India. If the Shroff is certain that the Joint Stock 
Banks will always advance money on or discount true com- 
mercial bills by reason of the fact that the Reserve Bank will 
rediscount them when required, the Shroff will go to the Joint 
Stock Bank rather than pay high rates for deposits in the bazaar. 
Bills not eligible for discount will still, as in other countries, go to 
the bazaar and be subject to ‘‘ bazaar ”’ rates. 
The Hilton Young Commission then recommended the 
establishment of an entirely new Reserve Bank which should 
confine its activities to Central banking functions. It was to be a 


1 Cf. Journal of the Royal Society of Arts, December 1927. 
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banker’s bank and a banker to the federal and provincial govern- 
ments in India. It was to have the monopoly of note issue 
subject to statutory regulations in regard to reserves. It was to 
build up gold reserves adequate for emergencies and to manage 
rupee reserves in a way to give elasticity combined with complete 
security. It was not to do commercial banking business. It 
was to be a shareholders’ bank and free from governmental 
control. The Commission, through its own members, especially 
Sir Henry Strakosch and the Chairman, the Rt. Hon. Sir Hilton 
Young, or through witnesses, was in close touch with recent 
experience in Central banking, notably that of the Federal 
Reserve System of the U.S.A., the Reserve Bank of South Africa, 
and of the older and newer Central Banks of Europe. The 
Finance Minister, Sir Basil Blackett, was Secretary to the Royal 
Commission on Indian Finance and Currency, 1913, and was 
intimately connected with the drawing up of the Financial 
Resolutions at Genoa. When he came to India in 1922 for five 
years as Finance Minister from the Controllership of Finance 
at H.M. Treasury, his experience in this direction was bound to be 
of value. Economists and informed opinion emphasised the 
need of a better banking system, especially after the publication 
of the Report of the Royal Commission in 1926. The creation 
of a Central Bank was necessary, although it must needs be 
adapted to Indian conditions, and as Indian as the Taj at Agra or 
the Kutab at Delhi. Both the Secretary of State for India and 
the Government of India accepted the main recommendations, 
including those relating to the creation of aCentral Bank. A bill 
embodying the recommendations of the Royal Commission, in so 
far as these related to the gold (bullion) standard and the creation 
of a Central Bank, was published on the 13th January 1927, and 
introduced in the Legislative Assembly on the 25th January. 


II 

The Bill was entitled “‘ A Bill to establish a gold standard 
currency for British India and constitute a Reserve Bank of India.”’ 
The Bill attempted to put an end to the present system by which 
the Government exercised direct control over currency in general 
and over the note issue in particular. It aimed at concentrating 
the banking and currency reserves ina Central Bank. At present 
credit, so far as it is controlled at all, is, as we have seen, con- 
trolled by the Imperial Bank, while the Government controls the 
currency, and this divided control means divided counsels and 
failure to co-ordinate. The first draft Bill provided that— 
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(1) The capital should be a share capital of fifty million 
rupees, divided into shares of five hundred rupees each, and 
the Imperial Bank of India should be given the option of 
subscribing three-tenths, and the remainder, together with 
any shares not taken up by the Imperial Bank of India, 
should be subscribed by the general public (Clause 4). 

(2) ‘‘ Save as expressly provided in this Act, no person 
may be a Director who is an officer of Government or a 
member of the Indian or a local Legislature, or is a director, 
officer or employee of any other bank ”’ (Clause 8). 

(3) The Directorate should consist of fifteen members—a 
Governor and a Deputy Governor appointed by the Governor- 
General in Council; nine Directors elected by shareholders 
(of whom two to represent business interests in Calcutta, two 
in Bombay, one in Madras, and two business interests in 
British India exclusive of Calcutta, Bombay and Madras) ; 
three Directors nominated by the Governor-General in 
Council to represent commerce, industry and agriculture ; 
and an officer of Government appointed by the Governor- 
General who, however, could not vote (Clause 9). 


It was over these clauses that the battles in the Legislature 


were to be fought. The Bill differed in a few respects from the 
Report of the Commission. The chief differences are these : 


(a) The Commission recommended that the Imperial 
Bank’s shareholders should be given the first opportunity 
of subscribing for the capital of the Bank as consideration 
for foregoing important privileges which the Imperial Bank 
now enjoys. The Bill gave the Imperial Bank as an institu- 
tion, and not to its individual holders, the option of sub- 
scribing 30 per cent. of its capital, and it left to the Bank to 
distribute the allotment among its shareholders, if it so 
desired. 

(6) The Commission recommended the creation of Local 
Boards in Bombay, Calcutta and Madras, and representatives 
from these should constitute a majority on the Central 
Board. The Bill dispensed with Local Boards, but it gave 
power to the Reserve Bank to establish such Local Boards, 
if considered necessary later on, and to delegate to them such 
powers and functions as were desirable. The Bill proposed, 
too, that nominated directors should be appointed for three 
years, and not one year as suggested by the Commission. 

(c) The Commission did not provide for the Reserve Bank’s 
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receiving non-interest-bearing deposits from private persons. 
The Bill followed the practice provided in the large majority 
of Central Bank charters, of permitting deposits to be 
received from private persons, provided no interest was paid. 

(d) The Bill reduced the minimum cash balances to be 
maintained by banks with the Reserve Bank from 10 per 
cent. to 74 per cent. in the case of demand liabilities, and 
from 3 per cent. to 2} per cent. in the case of time liabilities. 

(e) While the Commission recommended that the paid-up 
capital and reserve may be invested in securities of the 
Government of India having not more than five years to run, 
the Bill modifies this provision to cover Government of India 
securities of any maturity. The Government of India are 
funding their short-term indebtedness into long-term 
indebtedness. 

(f) The Bill proposed that for five years the Bank should 
be authorised to advance money against promissory notes of 
scheduled banks under certain conditions. In this country 
the financing of industry and the movement of crops are 
carried on by cash credits and it would have been difficult 
for the Reserve Bank to assist other banks in providing 
credit without some such provision or alternatively con- 
siderable changes in banking methods. 


Space will not permit to discuss certain other differences 
between the Commission’s Report and the Bill in regard mainly 
to details regarding the issue of notes, outstanding notes, the 
limit of securities in the Banking Department of the Reserve 
Bank, and the selling of gold during the interim or transition 
period. It will be sufficient if we point out the importance, even 
at this period, in the history of the Bill assigned to the capital and 
directorate of the Bank. The differences between the Report of 
the Royal Commission and the Bill brought these prominently 
into relief. The ratio question, viz. the fixing of the rupee at one 
shilling and six pence gold, provoked much controversy, but this 
was settled by the passing of Act IV of 1927. It was unfortunate 
that the Finance Member did not press for the passing of this Bill 
at the same time. No doubt he was anxious to secure as much 


1 The only important exceptions are the Banks of Australia (not a real Central 
Bank), Belgium, Italy, Poland, Hungary, Austria, Denmark and Latvia, and, 
also of course, the State banks. Even in the case of the former banks there are 
certain restrictions. In Italy and Poland, for example, interest-bearing deposits 
may be accepted with the approval of the Minister of Finance (Art. 36 and Art. 69 
of the charters respectively). In the Banks of Australia and Belgium Savings 
Bank business is transacted (Art, 35 and Art. 33). 























1928] A CENTRAL BANK FOR INDIA 581 


unanimity as was possible. It was, however, his critics allege, a 
blunder, as it gave time to his political enemies, especially in 
Bombay, to marshal their forces and to retaliate for the passing 
of the Ratio Bill. The Government agreed to defer discussion 
of the Bill till a later session and to the appointment of a large 
Select Committee. 

The result of this first alleged error in tactics by Sir Basil 
Blackett in not pushing through at one session all the Bills 
covering the recommendations of the Hilton Young Commission 
was soon evident. The history of the second and third draft Bills 
is little more than the history of the clauses dealing with the 
capital of the Bank and the composition of the Directorate. The 
Select Committee, consisting of twenty-five members, met in 
Bombay at the end of May and again in Calcutta towards the end 
of July 1927. Clauses 4, 8 and 9 were altered beyond recognition, 
and there were no fewer than thirteen minutes of dissent. The 
majority of the Committee was of opinion that the Bank should 
be a State Bank, the Government of India subscribing all the 
capital, because the Bank if managed by a body responsible only 
to a number of private shareholders tended in their opinion “‘ to 
be controlled by vested interests, and would, therefore, fail to 
secure the confidence of the Indian public; and its utility to the 
public might even be endangered by a conflict of interest within 
the management of the Bank between Indian and external 
capital.”” The majority also added that in their opinion ‘“ Joint 
Stock principles are not suitable in the case of a Central Bank, the 
management of which should be carried on with an eye more to 
the public interest than to the accumulation of profits for share- 
holders.”’ Sir Basil Blackett and six other members in a minute 
of dissent pointed out, “‘ If the whole of the capital of the Bank is 
subscribed by the Government, it becomes very difficult to ensure 
that complete independence for the Bank which is essential to its 
proper working.”’ They also were convinced that the device of 
private share capital which has worked well in other countries is 
the best method of serving India in this connection. The Select 
Committee in the majority report deleted the clause prohibiting 
members of the Central and Local Legislatures from being 
nominated or elected to the Directorate. Sir Basil Blackett and 
his dissenting colleagues in their joint minute of dissent regarded 
it as fundamental that the Directors must be chosen by constitu- 
encies independent of the State, and the constitutional functions 
of the Legislature do not and ought not to extend to the exercise 
of executive functions, such as the appointment of persons to 























582 THE ECONOMIC JOURNAL [DEC. 





specific posts. Business men on the Select Committee, like 
Sir J. W. A. Bell of the Bengal Chamber of Commerce and Mr. 
Kikabhai Premchand of Bombay, believed in regard to the capital 
and directorate of the Bank that anything in the nature of 
political control of, or interference with, a Reserve Bank would 
be disastrous. A shareholders’ bank would have Directors 
elected not on account of their political views, but mainly on 
account of their. business acumen, an important fact in the case 
of a bank which is a bankers’ bank. 

On 29th August the Bill as modified was introduced by Sir 
Basil Blackett into the Indian Legislative Assembly. He 
emphasised there was practical unanimity in the Select Com- 
mittee on a large extent of the ground covered by the Bill, 
especially as to the functions of the Bank. The difference of 
opinion was with regard to the capital and directorate. By his 
renunciation of a bank with share capital Sir Basil Blackett, it is 
said, delivered himself into the hands of his political enemies. 
On 30th August, led by considerations of expediency, he tried to 
reach a compromise agreeable to all parties. He dropped the 
shareholders’ scheme and also consented to a scheme of an 
electoral college for the election of Directors. Successive schemes 
day after day were put forward at conferences during the session 
of the Assembly, and at last there was the proposal of a stock- 
holders’ bank. The stock was to be sold by Government, and each 
holder of this Government stock to the value of Rs. 100 or more 
was entitled to one vote in the setting up of boards of trustees for 
the election of Directors. Members of the Council of State and 
the Legislative Assembly were given the right to sit on the boards 
of trustees without the stock qualification. At this stage the 
Secretary of State for India cabled from London and put his foot 
down firmly on the negotiations proceeding among the various 
groups in the Assembly. The Finance Member stated in the 
Legislative Assembly on 8th September 1927, that the Govern- 
ment had decided not to proceed with the further consideration 
of the Bill during that session. The Secretary of State had behind 
him the authority of the most influential financial bodies in the 
world—the Brussels and Genoa Conferences of international 
experts. It was clear that the finance and currency of India were 
more secure under Government control than they would be under 
that of party politicians. It never pays, Sir Basil’s critics say, 
in finance to sacrifice sound policy to placate left wings of national- 
ism. The conditions of the Secretary of State cannot truthfully 
be called either unreasonable or onerous. That there shall be no 
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direct political representation on the directorate nor any possi- 
bility of political control over the internal affairs of a Central Bank 
are principles of almost universal acceptance to-day. 

Sir Basil Blackett tendered his resignation, which was refused, 
and a communiqué dated 27th October was issued from Simla to 
the effect that Sir Basil Blackett was proceeding on special duty 
to England on 29th October ‘‘ for the purpose of discussing with 
the Secretary of State the details of a plan for the constitution 
of the Reserve Bank on the basis of share capital.” Sir Basil 
Blackett returned to India before Christmas and a third Bill was 
published on 11th January 1928. 

This third Bill was never discussed by the Legislative Assembly, 
as the President, when the Bill was reached, declined to call on 
Sir Basil Blackett to introduce the Bill. Several members of the 
parties on the left objected that the Rules and Standing Orders 
prevented the Government from proceeding with the Bill while the 
first Bill was still alive. The President upheld this view and 
affirmed that the method of procedure proposed by Sir Basil 
Blackett violated the proprieties of the House and was an abuse of 
its proper procedure. The Government were taken completely 
by surprise (Ist February) but on 3rd February it was announced 
that the old Reserve Bank Bill (the second Bill) would be con- 
sidered. It was hoped to alter the Bill in its passage through the 
Assembly and the Council of State so that it should conform to the 
third Bill. When Clause 8, which provides for the appointment 
of Directors, was reached in the Assembly and the division was 
taken that Clause 8 as amended stand part of the Bill, the Govern- 
ment were defeated by one vote. Sir Basil Blackett then rose 
and said that the Government would proceed no further with the 
Bill until it had time to consider whether the House really wanted 
any legislation at all for a Reserve Bank. Clearly the decision to 
omit Clause 8 was a wrecking amendment. On 10th February 
Sir Basil announced that the Government saw no sufficient reason 
for pressing their view on the House, and they would presume that 
the House preferred to continue the existing currency system and 
the machinery and method of control of Indian currency and credit. 
‘“‘ In the absence of a more effective public demand for a change, 
the Government do not now propose, themselves, to take any 
further steps with a view to the introduction of the reform which 
the Reserve Bank Bill was designed to bring about. The Bill is, 
of course, still before the House, but in the absence of any easy 
means, by which we can usefully continue our consideration of the 
remaining clauses, I would suggest that the debate should be 
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adjourned.” The consideration of the Bill was adjourned sine 
die on the 10th February 1928. Two Sessions must elapse before 
a similar Bill can be introduced. The intermission, however, will 
certainly be much longer. When the discussion is resumed it 
will, it is hoped, be under calmer political skies and less bitter 
recollections of the ratio controversy. 

The third Bill? is not without interest. The original pro- 
vision of share capital of Rs. 50 millions was retained, but the 
shares were to be of the value of Rs. 100 in place of Rs. 500. 
These shares were to be distributed on a territorial basis and on 
conditions ensuring wide distribution. No person, firm or corpora- 
tion was to be allowed a holding in excess of Rs. 20,000, whether 
partly in his own right or partly or jointly with others. The 
places of registers, the amount of share capital allotted and the 
areas they are to serve were as follows :—The Bombay register, 
which included the Presidency of Bombay with Sind and the 
Central Provinces, Rs. 150 lakhs; ? the Calcutta register, which 
included the Presidency of Bengal and the Provinces of Bihar and 
Orissa and Assam, Rs. 150 lakhs; the Madras register, which 
included the Presidency of Madras and the Province of Coorg, 
Rs. 40 lakhs; the Rangoon register, which included the Province 
of Burma, the Andaman and Nicobar Islands, Rs. 40 lakhs; 
and the Delhi register, which included the territories of Indian 
princes and other parts of India, Rs. 120 lakhs. If in any one 
register the shares were not taken up, the Board could transfer 
a portion of such shares to another register with the previous 
sanction of the Government. The Board of Directors, also with 
the previous sanction of Government, could increase or reduce the 
share capital, but every increase was to be fully paid up. 

The Directorate was to have consisted of twenty-four persons 
as follows : 


: at to be appointed by Government. 

4 Directors nominated by Government. 

2 elected by the Associated Chambers of Commerce. 

2 elected by the Federation of the Indian Chambers of 
Commerce. 

1 elected by Provincial Co-operative banks. 

1 nominated Government official (who will not be entitled 
to vote). 


1 References to clauses in the Bill from here onwards are to the draft of the 
third Bill. 
2 1 lakh = Rs. 100,000 = £7500. 
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11 Directors elected on behalf of the shareholders, viz. three 
each for the Bombay, Calcutta and Delhi registers; and 
one each for the Madras and Rangoon registers. 


The shareholders were to elect delegates for the purpose of 
electing Directors. There were to be twenty-four delegates each 
for the Bombay, Calcutta and Delhi registers, and ten each for 
the Madras and Rangoon registers. The election was to be held 
once in every five years, and a candidate for the delegacy must be 
nominated by not less than twenty shareholders. No shareholder, 
whatever his holding, was to be entitled to more than one vote. 
The Board was to meet within each quarter and not less than six 
times a year. 

The qualifications of the Directors are not without interest 
in view of the discussion that had been aroused. In the first 
place, no person was to ke a Director who was not or had not at 
some time been actively engaged in agriculture, commerce, finance 
or industry, or was not a Director of a corporation or company 
registered in British India. Government officials, servants of any 
bank, or directors of any bank other than those of Co-operative 
Societies, were ineligible for Directorship. It was also provided 
that no person could combine Directorship of the Reserve Bank 
with membership of the Indian Legislature or of alocal Legislature. 

The third Bill was uncompromising in fundamentals, although 
accommodating in details necessary to meet the special conditions 
of India. There could not be any paltering with principle. The 
result, however, was unfortunate, and it is easy to be wise after 
the event. When the deadlock occurred last autumn it was 
apparent that the chance of the Bill becoming law was, unless 
guided by a politician of tried capabilities, but a slender one. It 
was a real task for any sponsor when the Assembly was opposed 
to a shareholders’ bank. The Assembly insisted upon a State 
Bank, without share capital and governed by Directors appointed 
in part directly from the Legislature. The Government under 
this scheme would have issued Reserve Bank stock different in no 
way from any other type of Government debt, and the holders of 
this would have been paid from Government revenues interest on 
this stock. The holders of the stock, in short, would not have 
been connected with the Bank’s fortunes. The Directors would 
not have been responsible to an electorate financially interested 
in the Bank. Fortunately this idea of a State Bank was dropped. 
The scotching of the third Bill by the President of the Assembly 
was, as we have seen, due to the fact that he refused to permit 
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the introduction of a new Bill while the old one was still technically 
on the order paper. It would appear that the whole affair to 
those who knew their India was a forlorn hope when Sir Basil 
Blackett did not stick to the recommendation of the Hilton 
Young Commission, a recommendation accepted by the Govern- 
ment of India and the Secretary of State for India, viz. a share- 
holders’ bank and a bank free from politics. Many believe that 
Sir Basil Blackett made in this a blunder of the first order. The 
death of the Bill is deplorable on larger grounds. Indian banking 
is in need of great development achievable through a Central 
Bank such as all countries in the van of financial progress possess. 
This need of development is seen in the following table : 











Capital and Number of Average 
Reserves Offices. deposit 
(in millions.) per head. 
WBA. , , ‘ £1052 30,000 £73 
Great Britain . és £180 9,500 £57 
Australia . ; ; ; £59 2,500 £63 
Canada . ‘ E . £25 3,400 £44 
India , ; , ‘ £19 500 15s. 











A country without a Central Bank is almost shut out of the 
family of nations. Mr. Montagu Norman, Governor of the Bank 
of England, stated before the Hilton Young Commission in answer 
to the question, ‘“‘ Is it not a fact that there is hardly a modern 
State whose economic development is progressive which has not 
established a Central Banking system?”’: ‘‘ As far as Iam aware 
there is not one, and I think I may go further and say, all those 
countries which have progressed most quickly, and, so far as one 
can judge, most permanently, with reconstruction in the last six 
or eight years are those where you have a strong and independent 
Central Bank.” 4 . 


III 


Owing to exigencies of space it is not possible to review in 
any detail the principles underlying the Bill. It is, however, 
necessary to indicate some of the more important, so that he 
who runs may read and reading understand. In the first place, 
the Bill provides that the Reserve Bank should be free from 
Government control. Since the war, especially since the Inter- 
national Conferences of Brussels and Genoa, the importance of 
this principle needs no emphasis. In this connection it is desir- 


1 Royal Commission on Indian Currency and Finance, Vol. V, 1926, Q. 15,065. 
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able to have a bank with shareholders’ capital. No less than 
twenty-one out of twenty-eight Central Banks are shareholders’ 
banks. The exceptions—the State Central Banks (viz. those 
of Australia, Russia, Finland, Latvia, Sweden and Bulgaria)— 
are few in number and are certainly not of the first rank financially. 
The Bill provides, as do the majority of Central Bank charters, 
that both shareholders and those representing certain interests 
in the country are eligible for election. It also follows the 
charters of the Federal Reserve Banks and the Central Banks in 
Austria, Belgium, Italy, Poland, Greece, Czechoslovakia, Estonia 
and South Africa in that there is a definite clause prohibiting 
the election of politicians. Professor Kemmerer, of Princeton 
University, in a published Memorandum prepared for the Govern- 
ment of Poland on the revision of the charter of the Bank, rightly 
said that ‘‘ The history of other countries shows that Central 
Banks of issue often become subjects of political controversy 
and of strong political animosities, and further, that the greatest 
single danger to Central Banks is probably the danger of political 
exploitation.”” Mr. Montagu Norman, the Governor of the 
Bank of England, whose judgment in these matters is of high 
value, told the last Royal Commission on Indian Currency and 
Finance that ‘“‘ We have the experience in Europe that in the 
case of the banks in which the Government has held consider- 
able measure of control or there has been a limitation on the 
freedom of the bank, it has not resulted to the advantage of the 
community.” 1 

The Bill provides, as do no fewer than sixteen Central Bank 
charters, that the dividends payable to shareholders are to be 
limited, and a share of the net annual profits above the minimum 
is to be shared by the Government, the reserve fund and the 
shareholders. The limit is fixed at 5 per cent., and the scale 
above the minimum is so adjusted that the shareholders can 
never get more than 7 per cent. The fear expressed in some 
quarters of large profits going into the pockets of Indian and 
foreign capitalists is thus unfounded. The Government and the 
reserve share the excess. The Bill preserves the main functions 
of Central Banks, which, I think, may be grouped as follows :— 

(1) The exclusive right of note issue, usually for a definite 
period; (2) the discounting and rediscounting of bankable bills; 
(3) the right to the banking business of Government; (4) the 
right to act as the banker of member banks but not to compete 
with them (except in the most exceptional circumstances) for 


1 Minutes of Evidence (Vol. V): Q. 14605; cf. Q. 14594. 
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general business; (5) to maintain assets in a liquid condition 
(the Bank is thus precluded from certain business: a Central 
Bank has its primary duty to the nation, not to its shareholders, 
and to command complete confidence in all circumstances it 
must not be exposed to the same kinds of risks as those of com- 
mercial banks); (6) to publish discount rates and frequent and 
regular returns, and (7) to study credit problems which con- 
front a Reserve Bank, and the relationship of these provlems to 
general business development. It is to be hoped that these will 
be read, marked and digested by those interested in the present 
banking structure of India. 

The problem then lies in the lap of the future. There are 
plain, very plain, indications that the acquiescent attitude in 
regard to Indian banking is being modified. We are at present 
only on the threshold of the work in regard to it, and a gigantic 
field lies yet untouched. It is unfortunate that the Bill, which 
was born on the ill-starred 13th January, 1927, passed peace- 
fully away in the Legislative Assembly on 10th February this 
year. We may perhaps be allowed to quote in regard to Sir 
Basil Blackett the words of Grattan: “I sat at its cradle; I 
followed its hearse.” It is hoped that in the present case a 
legitimate heir will be recognised, at least before the expiry of 
the charter of the Imperial Bank of India in 1931, by the new 
Finance Minister, Sir George Schuster, with the co-operation of 
the Indian Legislature. 

G. FinpLay SHIRRAS 
Gujarat College, 
University of Bombay. 
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THE TREATMENT OF PRICE PROBLEMS 


THE essential function of economic theory is to explain 
how prices are fixed. In this problem two separate questions 
are involved, namely, the question how prices are determined 
relatively to one another; and the question how the unit of 
price-reckoning is fixed, in other words, how the absolute height 
of prices is determined. It is well to keep these two questions 
apart. The first question is the object of general economic theory, 
the second is a monetary question, the solution of which is the 
essential object of the theory of money. 

The whole problem of price-fixing must in the first instance 
be discussed on the assumption of a closed community without 
any relations with an outside world. The simplest assumption 
is, then, that a country has a paper currency so. regulated as to 
keep the general level of prices constant. All practical price 
problems must then be treated under this assumption, a dis- 
location of the general level of prices being excluded by hypo- 
thesis. A rise in certain prices must under such circumstances 
always be counterbalanced by a fall in other prices, and the 
analysis of any particular price problem is not complete until 
both sets of movements are laid clear. 

It is possible that the problem has a monetary side. The 
discussion of this side must then take the form of an inquiry 
into the effect of the given causes on the problem of keeping the 
general level of prices constant and on the practical policy required 
for that purpose. 

If we have to do with two countries trading with one another, 
a new clement entcrs into the price-fixing problem. The simplest 
assumption is here that the currency in each of the two countries 
is on a paper basis and so regulated that the general level of 
prices remains constant. The effect of any new factor in the 
price-fixing problem may then be studied partly as a dislocation 
of relative prices in each of the two countries, and partly as an 
alteration in the rate of exchange between the two countries. 

Theoretically, any change in the economic conditions in the 
two countries or in the trade relations between them may cause 
an alteration in the rate of exchange. In theory, therefore, 
the possibility of such an alteration should always be 
examined. In practice, however, such an effect mostly seems 
to be confined within very narrow limits. Considerable move- 
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ments in the rate of exchange are usually possible only as a 
consequence of alterations of the general level of prices in either 
country. If these levels, according to our assumption, are kept 
constant, the rate of exchange between the countries may 
generally be expected not to be very sensitive to the influence 
of economic factors, whose effects must therefore mainly be 
confined to dislocations of relative prices in the two countries. 

This result, which is of importance for the Purchasing Power 
Parity Theory, has sometimes been contested, and it has even 
been said that the effects of economic causes on the rate of 
exchange may be very much greater than those of monetary 
causes, 7.e. of alterations of the price levels. This view ought 
to be very definitely disproved by the fact that alterations of 
the price level in one country may easily cause the rate of exchange 
to rise ten or a hundred times or even much more above its former 
height; whereas, if the general levels of prices in both countries 
remain constant, only extraordinary perturbations of the economic 
conditions are likely to call forth movements of the rate of ex- 
change of any practical importance. Such movements are 
generally almost inappreciable if the two countries are connected 
with one another by intimate and many-sided trade relations. 
More important alterations in the rate of exchange can only 
take place in exceptional cases, when the external trade of at 
least one of the countries is essentially dependent upon one or a 
very small number of commodities. The doubts that were pre- 
viously entertained on this subject must have been very much 
weakened by the remarkable fact that it has been possible after 
the tremendous economic revolutions connected with the war to 
restore the old rates of exchange between the leading countries 
without any appreciable change in the relative price levels of 
the countries concerned. : 

Even very important increases in the custom tariffs have 
been unable to produce any considerable effect on the rate of 
exchange between countries where the relation between the 
general levels of prices has remained unaltered. The effect of 
any alterations in the tariff of a country is therefore essentially 
only an effect on the relative prices of commodities. The conse- 
quence is that an increase of the custom duties must have an 
effect not only in a rise of the prices of some commodities, but 
also in a corresponding fall of some other prices. These move- 
ments must counterbalance one another in order that the general 
level of prices may remain intact. No study of the tariff problem 
is complete if no notice is taken of this effect in the direction of 
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the depression of some prices. It follows that the popular cal- 
culations of the “‘ burden of the tariff,” which are simply based on 
the rise of prices which is believed to be caused by the tariff, are 
entirely groundless and have to be rejected as lacking all sense. 

For a profound study ot the effect of the tariff there remains, 
of course, the question how the tariff has affected the rate of 
exchange. Generally, however, the result of an examination of 
this question must be expected to be rather negative. 

If the currencies are based on a gold standard, the treatment 
of the price-fixing problem is not materially altered, but takes 
technically another form. In order to secure a stable gold 
standard for itself a country has to keep its rate of exchange on 
another gold standard country (which we may imagine to be the 
rest of the world) constant. If in our former case any alterations 
in the rate of exchange should have been caused, these alterations 
must now take the form of a movement in the opposite direction 
of the general level of prices within the country. Thus there 
is a possibility of a displacement of a country’s general level of 
gold prices, and this possibility must be separately discussed. 
But such a displacement must generally be expected to be con- 
fined within very narrow limits. Leaving such effects aside, 
and assuming for the sake of simplicity that the purchasing power 
of gold on the world’s market remains constant, that is to say, 
that the general level of the world’s gold prices is kept unaltered, 
every price-fixing problem for a single gold-standard country has to 
be studied under the assumption that the general level of prices of 
this country is keptinvariable. Any rise of prices must then neces- 
sarily be counterbalanced by a corresponding fall of other prices. 

Some factors may have an influence on the purchasing power 
of gold on the world’s market. Such influence must therefore 
be the object of a particular examination. Under modern con- 
ditions, however, the purchasing power of gold on the world’s 
market is not fixed automatically by the play of economic forces. 
It is becoming more and more recognised that it is possible for 
co-operation between the leading countries and their central 
banks to acquire a very strong control over the purchasing power 
of gold. By a well-devised gold-economising policy it must be 
possible to exercise such a control on the monetary demand for 
gold as will secure at least for a certain time a fixed purchasing 
power for the metal. Assuming such a policy to be followed up 
with sufficient consistency, the question of how certain economic 
forces affect the purchasing power of gold takes the form of what 


particular difficulties they put in the way of the gold-economising 
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policy. If this policy is assumed to succeed, the question of an 
alteration of the general level of the world’s prices, expressed in 
gold, may be left on one side. The price-fixing problem for any 
single gold-standard country is then practically reduced to a 
problem of relative price-fixing. 

It seems very desirable that economists should come to a 
mutual understanding with regard to the formal treatment of 
price-fixing problems in order that the discussion of such prob- 
lems may be carried on as far as possible on technically uniform 
lines. I venture to submit the above remarks as a starting- 
point for attaining a rational uniformity of treatment. 

In the issue of this JounNaL for June 1928 Sir Josiah Stamp 
has discussed the influence of taxation on the price-fixing process. 
We have here a good example of a problem whose treatment would 
gain very much from a clear distinction between the effects on 
relative prices under the assumption of a stable general level of 
prices, and the effects on this level itself under the assumption 
of a gold standard. The latter question is under the conditions 
actually prevailing essentially a question of the influence of 
South African taxation on the gold production of the Rand. 
The gold producers of South Africa are of the opinion that their 
trade is very much hampered by the pressure of South African 
taxation. If, according to their view, this taxation reduces the 
annual production of gold, the general price level of the world 
may be affected. But at least for a certain time the conse- 
quences may be confined to an aggravation of the difficulties 
which have to be surmounted by the gold-economising policy. 
Thus it is possible that the general level of gold prices may be 
kept constant, irrespective of the influence of South African 
taxation. Taxation in other countries, particularly in countries 
which do not themselves produce gold, may reasonably be assumed 
to have no influence on the purchasing power of gold. Thus the 
question of the influence of taxation on prices is reduced to a 
question of relative price-fixing within the country concerned. 
And we come back to our general rule that the price-raising effects 
must be counterbalanced by corresponding price-depressing 
effects. A natural consequence is that no statistics concerning 
average prices can be expected to tell us anything about the 
effects of taxation. 

Clearly, the treatment of the problem will be very much sim- 
plified by this limitation of its scope. Certainly the problem of 
the influence of taxation on prices still remains difficult enough ! 

Gustav CaSssEL 
Djursholm, Sweden. 
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THE NATURE AND PRESENT POSITION OF SKILL 
IN INDUSTRY 


AT a recent meeting of the British Association, Professor 
T. H. Pear opened a discussion on this subject, which he 
approached as a psychologist. He proposed to define skill in 
psychological terms as “‘ an integration of well-adjusted responses 
to external situations.” 

He maintained that the exercise of skill plays an important 
part in the development of personality, and that the elimination 
of it from industry, which is one of the main aims of modern 
methods, must have grave social consequences. 

He held that work which gives no scope for skill can hold 
no adequate stimulus or satisfaction for the worker, and that, 
if we must reconcile ourselves to this state of things, we must 
approach many social problems from an entirely new angle. 


I have two criticisms to make on this line of thought. 

In the first place, I do not like the definition. 

I would prefer to call Professor Pear’s “ skill”? by the name 
of “ dexterity,” and to reserve “skill” for a broader combina- 
tion of qualities. I suggest that, in industry, the term “ skill,” 
though admittedly used rather loosely, has a very real meaning, 
which might, I think, be stated as follows : 


Any combination, useful to industry, of mental and 
physical qualities which requires considerable training to 
acquire. 


It is generally a combination of conscious knowledge and 
dexterity. Either may predominate and the other be of a 
relatively low order, but the level of the combination must be 
fairly high. 

It may be that this is a quibble about words, and I should 
agree that industrial skill, as I have sought to define it, includes, 
generally, some amount of skill as defined psychologically. 
There must always, I think, be some power of doing as well as 
knowing. 

While there may be a case for separating out the elements 
of my “industrial skill’’ into knowledge, dexterity, power of 


decision and what not, it is, nevertheless, the combination that 
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matters in industry, and it seems to me a great convenience to 
call it ‘ skill.” 

My second criticism is that, if the “ skill’? which is under 
discussion is merely what I have called “ dexterity,” then I do 
not see that its disappearance from industry is of any great 
moment. I agree that the exercise of dexterity does give one 
a glow of satisfaction, but it is not the only vehicle of self-expres- 
sion in work. 

I suggest that satisfaction in work comes from two things : 
the doing well of something that is difficult and the freedom to 
exercise some degree of choice. The difficult thing done need 
not necessarily be physical. There is a great satisfaction to be 
derived from work in which the main requirement is the correct 
use of knowledge. 

To my mind the social problem which is involved in the 
mechanisation of industry turns on whether “ skill,’”’ in the sense 
in which I would like to use the term, is fated to disappear, rather 
than on the elimination of that “ physical dexterity ” which 
Professor Pear calls “skill.” I propose to examine the question 
from that point of view, and, in what follows, it must be under- 
stood, therefore, that the term “ skill” is used in the industrial 
sense as I have defined it. 

It is common knowledge that many kinds of skill, which 
formerly were necessary, are being eliminated from industry. 
This is true, whichever definition is adopted. Jobs are being 
split up so that a composite operation which required long train- 
ing for its performance is broken down into elementary jobs, 
each so simple that it can be done with very little training. The 
proud boast of Mr. Ford may be quoted, that 85 per cent. of the 
jobs in his works do not need more than two weeks’ training. 
From this, the conclusion has been drawn that the industry of 
the future will only find employment for the feeble-minded, and 
the question is naturally asked, ‘““What are we going to do 
about it?” 

I suggest that the picture which is conjured up by Mr. Ford’s 
developments is distorted, and that the conclusions which seem 
so naturally to follow from it are not nearly so inevitable as they 


appear. It must be remembered that to keep Ford’s works. 


going there are very many other shops occupied in making 
machines and tools for him, and that much of such work cannot 
be reduced to a mass-production basis and requires a good deal 
of the engineering craftsman’s skill; it also requires a fairly high 
proportion of designing skill. Further, the reducing of manu- 
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facture to mass production involves the development of an 
organisation of control, with a refinement of clerical methods, 
that introduces large new fields of skill. There is also the need 
for greater regularity of raw materials, and of all the various 
supplies used, and this means that all of Ford’s suppliers are 
having to go in for more and more work of a scientific laboratory 
nature, in order to be able to conform to his necessarily stringent 
specifications. 

Moreover, as soon as production has been placed on a mass 
basis, the problem of selling—of creating markets—becomes 
acute, and the modern selling methods which have resulted 
require a high level of skill to be exercised by large numbers of 
people. 

I am inclined to think that if all the ramifications of Ford’s 
suppliers of material and equipment could be traced out, and 
the selling staffs of all were also taken into account, it would be 
found that the degree to which skill of one kind or- another 
entered into the complex had not changed nearly as much as 
would appear at first sight from the days when Ford was a small 
man making cars mainly by craftsmen. Certainly no one will 
contradict that more skilled men, in actual numbers, are being 
employed now in connection with Ford’s activities—taking all 
the ramifications mentioned—than would be the case had he 
never embarked on the policy of mass production based on the 
elimination of skill. 

What is happening is that skill which used to be applied to 
the production of articles of direct consumption is being elimin- 
ated and replaced by skill applied to the design and construction 
of the machinery and tools for making those articles; to a more 
refined control of the raw material out of which they are made; 
to the finding of markets for them; and to the control of complex 
organisations. 

Another tendency must also be noted. 

Any given kind of work to which the process of mechanisation 
is applied goes through various stages of development, and it is 
important not to confuse an intermediate stage with the final 
one. 

At the outset, work is dependent on the skill of a craftsman. 

Next, a machine or tool is developed which replaces the 
skilled movements of the craftsman by movements controlled 
by mechanism. The operator’s part is to adjust or “set” the 
machine to do a particular job; to start and stop the various 
motions of the machine at the correct moment; to place the 
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raw material in it in the correct way; and generally to see that 
the machine is doing its work properly. Such a machine is 
usually “ universal” in that it can do a large variety of work, 
and the operator must be able to set anc operate it for such 
variety. This stage also involves considerable skill, but a skill 
containing more of the elements of knowledge and judgment than 
of physical dexterity. 

Under the need for greater production, the next stage is to 
split up the operations done on the universal machine into 
elements, and to have a single-purpose machine often, though 
not necessarily, automatic, to do each. Such a machine is 
manned by an unskilled operator, and often all he has to do is 
to place the raw material in position and remove the finished 
work, no skill worthy of the name being required. It must be 
noted, however, that at this stage various new kinds of skill 
are brought in, and are exercised by additional individuals in 
ancillary services. There is the “setting up” of the machine, 
the keeping of it in repair, the separate inspection of the work, 
et cetera, et cetera. Nevertheless, it is quite likely that at this 
stage the proportion of individuals who are called on to exercise 
skill in connection with the work is less than in the earlier stages. 

The solution of splitting up a job into a number of elements, 
each performed on a single-purpose machine, involves a great 
deal of intermediate handling, and, to eliminate this, more 
elaborate machines are developed, which combine several ele- 
mentary operations and which are fully automatic, even perhaps 
to the extent of placing the material in position and removing 
the finished work. While even at this stage the machine may 
still be operated by an unskilled man, it is much more likely 
that it will have become so complicated and the cost of a mishap 
be so great that highly skilled operators will be employed, who 
have not only to work the machines but to keep them in adjust- 
ment. Such work may well call for a very high degree of skill 
in the form of judgment, alertness to recognise the first signs 
of the hundred-and-one things that may go wrong, and a real 
understanding of the principles on which the machine works. 
In such a case the unskilled portion of the labour concerned with 
the process has been practically eliminated; for not only have 
we the various skilled ancillary services, but the very operator 
has again become a man of skill. 

On the other hand, if an unskilled operator is still employed, 
the work which is entrusted to him is so simple that he will look 
after a whole battery of machines, and the number of such men 
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will be greatly reduced compared with the increased numbers 
engaged on the more skilled ancillary services. 

The first impression, that skill is being more and more elimin- 
ated from industry, must be corrected by noting these two 
tendencies. 

The first is that the skill which is being eliminated from the 
actual production of “consumption goods” is being replaced 
by skill devoted to the making of the means for producing them. 
New skills are also being called into being in the ancillary services 
in the factory, in the way of inspection, routing of work, control 
of more complicated organisations, et cetera. The increased 
skill of modern selling must also not be forgotten. 

The second tendency is that, as the process of replacing the 
primary workers’ skill by more and more automatic machinery 
goes on, the machine becomes so complicated that the work 
which can be entrusted to the unskilled man gets to be so restricted 
that it is included with that of the skilled machine setter, the 
unskilled man being finally eliminated. True, the machine setter 
does not need the skill of the “cunning workman,” but the 
qualities of judgment, observation, quick action and under- 
standing constitute skill of a very real kind. The output of 
machines that have developed to this stage is, of course, so 
great that the direct wage element of the cost of the product is 
insignificant, and does not constitute a bar to employing a skilled 
man. 

How far these tendencies will correct the balance of skill in 
industry, which the process of mass production seems so seriously 
to upset, cannot be ascertained without some far-reaching research, 
but it must not be forgotten that the part of the process of change 
which is in the limelight consists of just those cases, like Ford’s, 
where the tendency is all in the one direction. The corrective 
tendency goes on in numberless smaller works and from its 
nature is not spectacular, and is apt to be overlooked. I would 
also suggest that even Ford has not reached the final stage 
which I described in nearly all the possible cases. 

My own view is that the proportion of skill—using the term 
as I have defined it—is not in fact being very seriously upset. I 
believe that as fast as one type of skill is eliminated other types 
of skill are called into being. If this is so, the problems due to 
elimination of skill are personal rather than general, viz. what 
to do with those individuals whose particular skill is no longer 
wanted. To them personally the process is apt to be one of 
de-grading from craftsmen to unskilled machine tender. This 
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is serious enough, but presents a less dismal outlook than the 
view that industry will ultimately have no use for any kind of 
skill. 

I am encouraged in my view by experience in my own works, 
which is an engineering factory making repetition articles, and 
which has been going through a process during the last fifteen 
years of development on the lines of “ scientific management.” 
We have carried perhaps as far as any firm in England the pro- 
cess of “‘ distillation of skill’’ and specialisation of management 
functions. 

I have made an analysis of our employees with reference to 
skill at three different periods—1913, early 1927 and the present 
time (August 1928). The results are given in the following 
tables. The basis of measurement of “skill” is necessarily 
somewhat arbitrary, but I have used the same basis for each 
of the three years dealt with, and I think that the indication as 
to tendencies, brought out by the figures, will stand criticism. 
I have used “ skill ’”’ in the industrial sense, not the psychological, 
and have taken as a dividing line skill which requires about two 
to three years to acquire under ordinary industrial conditions, 
t.e. of training on the job, not by means of whole-time intensive 
courses. 

Looking at Tables I and Ia, the striking movements are : 

1. The growth of the craftsman category, both in numbers 
and in percentage of the whole. 

2. The reduction in numbers of both semi-skilled machine 
operators and unskilled labourers. This is due to: 


(a) The introduction of more elaborate machinery, 


6é 


giving greater output and requiring less “‘ manning.” 
(b) The growing use of skilled men on such machines. 
(c) The increased use of women for unskilled work. 


3. The reduction in numbers of ‘‘ Upper Staff”? and “‘ Male 
Clerical.”” This is dealt with in a note to Table II. 

4. The marked growth in numbers of women. 

From Tables I and Ia I have picked out the categories that 
seem to me to involve skill of the degree mentioned, and have 
added them together in Table II to summarise the relation of 
skill of all kinds to the total numbers employed. By the above 
test I have ranked as “ skilled” the following groups : 


Craftsmen : 
These have all learned a trade and are called on to 
practise it. 
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Craftsmen-Apprentices : 
If not yet all fully qualified as skilled their numbers are a 
measure of our need for craftsmen-skill. 


All male staff workers, including : 


Upper staff. 
Foremen. 
Draftsmen. 
Clerical. 


And of the women staff workers : 


Upper staff. 
Forewomen. 
Clerical over twenty-one years of age. 


Practically speaking, all the women on production work are 
unskilled. 

The inclusion of all the male Clerical and the women Clerical 
Staff over twenty-one years of age may be questioned, but a 
close inquiry into the work convinces me that an experience of 
at least two years is needed to do any of the various jobs well. 
Much of the old clerical drudgery, which required little or no 
skill, has been eliminated by the introduction of calculating and 
statistical machines, book-keeping machines, duplicating and 
printing devices, and other appliances. What unskilled clerical 
work is left is done by girls under twenty-one years of age. 

In Table II I have shown the sum of these various groups of 
skilled people in relation to the total numbers employed, and 
the result shows that the proportion of “skill” of one kind or 
another has remained practically constant. The period of fifteen 
years between 1913 and 1928 has seen a revolution in our manu- 
facturing processes, clerical and statistical methods, and in our 
organisation. All steps have been designed to replace skill by 
machine, or to subdivide complex skills into simple ones. And 
yet the result is as I have shown. 

It may be asked, on examining these figures, whether the 
development of scientific management based on the elimination 
of skill has not been a failure, since, by my own showing, it has 
left the proportion of skill nearly constant. This can only be 
answered by an examination of the production at the three 
dates in question. Taking all the employees together at each 
date, what did each of these variously constituted groups manage 
to produce? The results are shown in Table IIT. 

The 1,807 people in 1928, containing 34-9 per cent. of skill, 
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produced in value nearly two-and-a-half times as much per 
individual as the group of 1,256 people in 1913, which contained 
much the same proportion of skill, viz. 36-7 per cent. As the 
price of the product has now, in 1928, just got back to the 1913 
level, no correction on this score is needed. Incidentally, although 
the prices are down, the wages are substantially above the 1913 
level. The increase in productivity, as measured in selling 
value, does not, however, quite compensate for the rise in wages. 
If it were possible to express the output conveniently in numbers, 
weight or feet, the increase in productivity would appear greater 
still. A scrutiny of this table suggests that the benefits of the 
increased efficiency have gone, in very full measure, to the public 
and the employees. 

These figures seem to support my general contention that 
modern developments of industrial methods require just as high 
a proportion of skill of one kind or another, and at some point 
in the complex, as was needed previously. In the case I have 
cited, the company produces much of its own machinery and 
tools, and hence gives a truer picture than does a business like 
Ford’s, where there is no means of estimating the volume or 
nature of such work, which is distributed and hidden away in 
the records of other, unrelated, concerns. 

If it be objected that the “‘ skill’ which I have been talking 
about is not Professor Pear’s “ skill,” then I would reply that, 
while admittedly “ skill” in the latter sense is needed less and 
less, its disappearance does not raise any general social problems 
and does not indicate that industry will, in the future, only 
provide stimulus and satisfaction to the mentally deficient. 
There is as much satisfaction to be derived from the exercise of 
skill in the sense in which I have been using the term as there 
is from the exercise of dexterity. 

If the satisfaction which industry now offers is felt to be 
insufficient for a full life, the cause does not lie with the trend of 
industry, but with the greater demands on life which a more 
highly educated people is making. 












































ADDENDUM 


The movement in numbers of Upper Staff and Clerical Workers 
revealed by the statistics quoted in the foregoing paper were so 
surprising that a further investigation was made. It was thought 
possible that the picture might be misleading due to taking the 
year 1913 as the starting-point, as the business referred to was, 














we * eS 











1928] PRESENT POSITION OF SKILL IN INDUSTRY 603 


in that year, experiencing the first flush of enthusiasm for scien- 
tific management methods, and it might be that a great increase 
of Upper and Clerical Staff had just recently taken place. 

Unfortunately, the records previous to 1913 are less complete 
than the later ones, and it was only possible to trace the number 
in the case of ‘‘ Upper Staff.” In 1911, which was well before 
the introduction of any “‘ scientific management” ideas, the 
number of such staff was 70 as against 78 in 1913. The total 
number of employees had grown over the same period from 
1,150 to 1,256. This growth of Upper Staff is rather greater 
than is justified by the growth of total numbers of employees, 
and would seem to indicate that the introduction of scientific 
management had a tendency, at the outset, to increase the pro- 
portion of this group. But if the comparison be made between 
1911 and 1928 instead of between 1913 and 1928, the fact brought 
out by the first investigation still remains true, viz. that the 
proportion of Upper Staff is now substantially less than it was 
before the introduction of scientific management. 

Although the figures of Clerical Staff for 1911 are not avail- 
able, there is no reason to think that they would place any 
different complexion on this conclusion. 

The figures for Upper Staff and Skilled Clerical Staff, inclusive 
of the 1911 figures, are summarised below. 











TasLe [V 
Upper Staff. Clerical Staff. 

Total 

Number 
Year| ‘of Em- Women 

ployees. | Men. | Women.) Total.} %. | Men.| over | Total.| %. 

21. 

1911 1,150 66 4 70 6-1 bg 2 . * 
1913 1,256 an 7 78 6-3 150 24 174 | 13:8 
1927 1,350 62 13 75 5:5 76 97 173 | 12°8 
1928 1,807 59 12 71 4-0 78 101 179 9-8 
































* Figures not available. 


In addition to the above, the figures for ‘‘ Output per Em- 
ployee ” and for “‘ Average Wage ”’ are also available for 1911, 
and have been interpolated in Table III, as have also figures 
for ‘‘ Price Index ” and “ Wage Index.” These last are, how- 
ever, somewhat conjectural, due to inadequate records, but are 
certainly approximately correct. 

The main contention that skill has been on the increase as 
management methods have developed is borne out, as between 
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1911 and 1913, by the comparison of the figures for “‘ Wage 
Index H.R. Ltd.” and ‘“‘ H.R. Ltd. Average Wage.” The first 
of these gives the average of the changes in wage rates of various 
classes of employees, while the “‘ Average Wage” is the total 
wage bill divided by the total number of employees. 

As between 1911 and 1913, the wage rates for each class of 
employee remained, on the average, constant, but the average 
wage rose substantially. This can only mean that a general 
“ up-grading ”’ of the personnel had taken place. It has already 
been shown that the proportion of Upper Staff changed very 
little, and it is believed that the same is true of Skilled Clerical 
Staff. This being so, the change must have been an increase in 
the more skilled and therefore highly paid classes of manual 
workers—probably the same movement that the records prove 
for 1913 to 1928 in the proportion of tradesmen. There was 
probably also an increase within each class of the proportion of 
men near the top limit of skill, and wage, for the class. 

C. G. RENOLD 


Manchester. 
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Economic Problems New and Old. By Prorressor ALLyN A. 
Youne. (New York. (London: Allen and Unwin.) Pp. 
301. 10s.) 


WHEN Napoleon conducted the diminished remnant of his 
army out of Russia in 1812, what was in esse a half-armed division 
was in posse the Grand Army. From veteran marshal to veteran 
sergeant, it contained all the essential elements of that tremendous 
force. 

In this little book of Professor Young’s is to be found the doubly 
distilled essence of an economic system. It covers a great variety 
of topics, through each of which one aspect or another of the 
author’s views is revealed. 

Nearly all the fourteen papers included have been published 
before (at various dates from 1911 to 1927), but even those 
economists who already know them will be glad to have them 
assembled between two covers. 

Among the best are two critical articles, one on Jevons’s 
Theory of Political Economy (1912), and the other a review of T'he 
Trend of Economics, a collection of economic essays from a number 
of American economists (1915). Here is to be found a survey of 
fundamentals in economic theory. The article on Limitations 
of the Value Concept forms a companion to them. 

Monetary theory and the theory of credit are represented by 
articles on the Trend of Prices (1923) and the Structure and 
Policies of the Federal Reserve System (1927). Between them 
they contain a philosophy of central banking. ‘‘ There are some 
who deprecate any interference with the ‘natural course of 
business.’ They forget that the operations of central banks cannot 
but have their effects on business, and that it would be blindly 
stupid not to take these effects into account when determining 

just what a central bank shall do and when it shall do it ”’ (p. 80). 

“ Reliance upon any simple rule or set of rules would be 
dangerous. Economic situations are never twice alike ”’ (p. 81). 

An illuminating account of the special position of the New 
York Federal Reserve Bank, “first among equals,” follows 
(pp. 84-94). 

Closely related to monetary theory are two articles on price 
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index numbers. But in them Professor Young has restricted 
himself to the technical side of the subject, with reference especially 
to methods of weighting and averaging. 

Two long articles, Depreciation and Rate Control (1914) and 
Anti-Trust Legislation (1915), are devoted to topics which are of 
concern mainly to Americans. They are not without a wider 
bearing here and there, but that is only incidental to the detailed 
discussion of the application or interpretation of certain American 
statutes. 

Three articles, the first three in the book, deal with the post- 
war problems of Europe. They include Professor Young’s impor- 
tant report of 1925 on the economic situation of Hungary. 

The following quotation sums up the conclusions of Professor 
Young’s address on Economics and War at the American Economic 
Association (1915) : 

“The attitudes and activities which we have in mind when 
we speak of ‘ the economic causes of war ’ are not inevitable and 
unyielding expressions of permanent traits of human nature. 
They are forms or patterns of conduct and are correlated with 
particular modes of organisation. Other forms and patterns, 
associated with other modes or organisation, are within the bounds 
of practicable achievement.” 

R. G. HAWTREY 


The Behaviour of Prices: a Report of an Investigation. By 
Freperick C. Mitts. Publications of the National Bureau 
of Economic Research, No. 11. (New York: National 
Bureau of Economic Research. 1927. Pp. 598. $7.) 


Tis volume is, in its way, a somewhat remarkable and 
valuable piece of work of a kind which, as yet, simply does not 
exist outside the United States. Mr. Mills has devoted some 
six hundred pages to the calculation and tabulation of various sets 
of facts about commodity prices over the period 1890 to 1925, of a 
kind which anyone who may want to make generalisations about 
the behaviour of prices will need as the basis of his conclusions. 
It is the peculiarity of Mr. Mills that he starts without any theories 
and ends without any, being content to set out his material for the 
benefit of those who have less taste than he has for laborious 
investigation, and more taste for theorising. But although so 
great an unwillingness to attempt the higher flights of thought 
might be expected to indicate rather low-grade research, this is 
by no means the case in the present example. The work is a very 
high-grade one. Whilst the book is formidable in appearance 
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and by no means easy reading, almost anyone whose business it 
is to think about price index-numbers and other monetary 
problems will almost certainly find it useful, since the facts here 
set forth willserve to correct some of his preconceptions and suggest 
to him, perhaps, some new ideas which are worth pursuing. The 
book is a pioneer work in that kind of quantitative observation 
which has provided the basis on which other subjects have been 
turned into accurate sciences. Whether the uniformity of economic 
settings is sufficient to enable the economist to make full use of 
this kind of work, time will show. But unquestionably it is 
worth while trying. If economic theory was armed with books 
of this kind providing quantitative observations over the whole 
field of the subject, the hopes of progress would be unquestionably 
increased. 

The book is divided into five sections. The first one deals with 
various measurable characteristics of commodity prices. Mr. 
Mills makes free use of “ price relatives,’ by which he means the 
price in any one year measured as a percentage of its price in the 
previous year. He then measures the degree of variability of the 
prices of different commodities month by month and year by year, 
noting the frequency and amount of changes and other character- 
istics. He then deals with price trends and with the duration 
and amplitude of individual price changes during general price 
movements. The nearest he gets to generalisation is the 
following :—‘‘ It is assumed in many discussions that there is a 
certain ‘normal’ relation between the prices of individual 
commodities and commodity groups, and that this relation is 
disturbed during such price disturbances as were brought by the 
war. Present evidence indicates that there was no normal 
pre-war relation between prices, in their absolute form. What 
was constant in the pre-war price situation was not a set of fixed 
price differences, but relations which changed at fairly regular 
rates year by year. To assume that the actual prices in a given 
year stand in a normal relation to each other is to attempt to 
crystallise a cross-section of a constantly changing situation.”’ 

The next section deals with regional differences in commodity 
prices, that is to say, the extent to which the variations in price 
of the same commodity at the same times can be different in 
different geographical regions. Mr. Mills’s data mainly relate to 
different parts of the United States, and it is remarkable how 
considerable a variability he discovers to have existed. He also 
notes down a few particulars relating to movements in different 
countries, the following table showing how very different even the 
No. 152.—voL. XXXVIII. Ss 
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average annual rates of change in price between 1896 and 1913 
have been in four countries in the case of commodities which we 
generally regard as standardised and subject to an international 
price.— 





Average annual rates of change in price, 
1896-1913. 





Commodity. 
United Great 
States. Britain. 

per cent. | percent. | percent. | percent. 


Germany. | France. 





Wheat . 

Rye . 

Potatoes 

Sugar, raw . 

Sugar, refined 

Cotton, raw . 

Cotton yarn 

Pig iron. : 

Copper ig 
, bituminous 

Petroleum 

Wool 

Silk . 

Rubber 

Hides 

Coffee 
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In another table he produces even more striking evidence as to the 
differences in different countries in the degree of the year-to-year 
variability in the prices of these commodities. 

In the third section Mr. Mills attempts the measurement of 
price instability, that is to say, the degree of price dispersion. 
Here again he shows that the extent of dispersion is much greater 
than one might have supposed, and in general that the variability 
of relative prices is quite astonishingly large. He also finds what 
one would expect, namely, that the changes in relative prices are 
greater at times when the price level itself is subject to change. 
The extreme instability of relative prices as disclosed by Mr. Mills 
certainly seems to me to dispose finally of any confidence which 
one could have felt in unweighted price index-numbers. It is 
clear that movements in relative prices are so large that changes 
in the prices of individual commodities cannot be regarded as 
good samples of changes in the general price level. 

Finally, in the fourth section an attempt is made to deal with 
the character of price changes during business cycles. This 
section is, in my opinion, the one in which least material of general 
interest emerges. J. M. Keynes 
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The Board of Trade. By Str Husert LiEwettyn Smits, 
G.C.B. (G.P. Putnam’s Sons, Ltd., London and New York, 


1928. Pp. ix + 288. 7s. 6d. net.) 


Aut who are acquainted with the work of Sir Hubert Llewellyn 
Smith know that he has great skill in reducing to order a chaotic 
mass of material and exhibiting the result as an articulated 
structure, with all the parts symmetrically displayed and the 
purpose of the whole made manifest. Seldom, however, can he 
have had a more difficult task than in compressing into so brief 
a space the history of the Department in which he served for 
twenty-six years, twelve of them as Permanent Secretary, and 
which he only left in 1919 to hold for eight years more the office 
of Chief Economic Adviser to His Majesty’s Government. 

The first germ of the Department is to be found in a Com- 
mittee set up by the Privy Council on October 24, 1621, to collect 
and prepare evidence to enable the Council to comply. with an 
order of the King ‘to take into their consideration the true 
causes of the decay of trade and scarcity of coyne within this 
Kingdome, and to consult of the meanes for removing of these 
inconveniences.” In 1649 the Interregnum Act imposed on 
the new Council of State the specific duty “to use all good 
ways and means for the securing, advancement and encourage- 
ment of the Trade of England and Ireland and the Dominions to 
them belonging and to promote the good of all Foreign Plan- 
tations and Factories belonging to this Commonwealth or any 
of the natives thereof.” 

A new Council of Trade was appointed in 1660 and was 
instructed to “take into your consideration ye inconveniences 
weh. the English Trade hath suffered in any parts beyond the 
Seas,’’ the enforcement or improvement of treaties, and ‘‘ the 
interest of all such trades as are or shall be Incorporated by Or. 
Royal Charters.” The means by which British manufactures 
may be “restored and maintained in their ancient goodness 
and reputation,” the establishment of just standards of measure- 
ment, the fostering of “‘ Native Commodities ” “to the employ- 
ment of our people and to the best advantage of the publique,” 
the particular care of fishing and navigation, and the general 
state and condition of the Plantations were also commended to 
the care of the Council. The governing principle of trade policy 
was laid down in Clause 7: ‘‘ You are seriously to consider and 
enquire whether the importation of Foreign Commodities do not 


overballance ye exportation of such as are native And how it 
$s2 
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may be ordered remedied and provisioned that we may have 
more sellers than buyers in every part abroad and that the 
Coyne and ye pressent Stock of these our Kingdoms may be 
preserved and increased We judging that such a Scale and Rule 
of proportion is one of ye highest and most prudential points of 
Trade by which the riches and strength of these Our Kingdom 
are best to be understood and maintained.” Finally, from the 
Instructions of 1696 we may take this: ‘To consider of proper 
methods for settling on worke and employing the Poore and 
making them useful to the Publick.” 

These early documents contain in embryo form all the func- 
tions which in later years fell to the more developed Depart- 
ment, but too much should not be read into them, modern as 
some of the old problems may appear. The complaints of 
merchants forcibly brought trade under the notice of Govern- 
ments, and the emphatic insistence on the principle of the 
Mercantile System was a recognition of the organic connection 
between overseas trade and national welfare, but so far as regards 
trade the Council of Trade and Plantations had no executive 
power, and its duty was to make disconnected inquiries into 
particular problems at the instance of other organs of the Govern- 
ment. The quarrels of ambitious politicians, the jealousies of 
the “‘ Southern ”’ or ‘‘ Home ” Department, the gross extravagance 
and inefficiency of the patronage officials, all militated against 
the usefulness of the Council and ultimately led to its abolition, 
at the hands of Edmund Burke, in 1782. Nevertheless, much 
good work was done and the journals of the Council must con- 
tain a mass of information regarding the commerce of the seven- 
teenth and eighteenth centuries, which one hopes that Sir Hubert 
will find time to investigate and make public for students. 

William Pitt soon found it necessary—on March 8, 1784— 
to re-establish the Committee of Council on Trade and Planta- 
tions, and so to inaugurate the Department which we know 
to-day. But this was “‘ probably due rather to the accumulating 
pressure of practical day to day necessities than to any conscious 
design on the part of the new Prime Minister to resuscitate the 
Board of Trade and use it as the instrument of his commercial 
policy. It was indeed at first a makeshift body possessing 
neither power, initiative, staff nor funds.” Experience of the 
helpfulness of the Board of Trade (as it began to be called about 
1786) in the framing of Pitt’s Irish policy and the negotiation 
of the Anglo-French commercial treaty convinced Pitt of the 
“absolute necessity of establishing a permanent and well- 
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equipped organisation to deal with trade matters as part of the 
machinery of Government,” and in 1786 the Department was 
provided with a Secretary in addition to two clerks already 
serving, and seven clerks of various grades were attached to it. 
By 1853 the staff had risen to sixty-six. It was really in the 
course of the work of freeing trade from the old protective legis- 
lation affecting trade and shipping that the Board found them- 
selves. The railway development also came within their sphere, 
and the need for accurate information for the guidance of Govern- 
ments led to the growth of an apparatus for dealing with all 
commercial and labour matters. 

Readers must be referred to the book itself for details. From 
the loins of the Board sprang first the Colonial Office, now separ- 
ated into the Dominions Office and the Colonial Office. Later 
the Ministry of Labour and the Ministry of Transport were 
formed out of the Labour and Railway Departments of the 
Board. Fishery matters had been transferred to the Board 
(later Ministry) of Agriculture. The “ basic functions” of the 
Board still remain, as they have been from the beginning, “ the 
advancement of trade, manufacture and navigation, the protec- 
tion of British trade interests in overseas countries by means of 
diplomatic representations or commercial treaties, the investiga- 
tion of complaints by merchants and manufacturers, and the 
collection of statistical and other information with regard to 
trade matters.” 

Overseas trade is cared for by the Commercial Relations and 
Treaties Department and by the Department of Overseas Trade, 
the joint organ of the Board of Trade and the Foreign Office. 
The Mercantile Marine Department administers the law relating 
to merchant shipping. The Patents Office and the Companies 
and Bankruptcy Departments supervise industrial property. 
The function of the Industries and Manufactures Department 
is to keep itself acquainted with the development and needs 
of internal manufactures. The Statistical Department is jointly 
responsible with the Board of Customs for statistics of British 
overseas trade, and collects and publishes statistics of the trade 
of other countries, of British shipping, of migration, of prices. - 
It also registers the progress of British industry through periodical 
Censuses of Production and the new quarterly Index of Pro- 
duction, and deals with economic questions affecting trade and 
industry such as the “ balance of trade.” The whole work of 
the Board is co-ordinated by the monthly meetings of the Board 
of Trade Council, consisting of the senior officers of the Board 
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presided over by the President. Finally, the Department is 
kept in direct touch with public opinion through the monthly 
meetings of the Advisory Council of nominated representatives 
of industry, commerce, and finance. It will thus be seen that 
in the Board of Trade we already possess in all essentials that 
“‘ Economic General Staff ” the creation of which is being eagerly 
advocated by many as an indispensable aid to the restoration of 
British trade to its ‘‘ ancient goodness and reputation.” 
Henry W. Macrosty 


Lancashire under the Hammer. By B. Bowker. (Hogarth 
Press. Pp. 127. 3s. 6d.) 


Tuts is a downright and vividly written book; a little 
crusade by a courageous man. The analysis which is presented 
of the Lancashire cotton industry falls into three parts. In the 
first the author provides a background for his study of the 
present depression by dissecting the movements which were 
taking place before the war and by summarising the results of 
the post-war financial boom. Here he is on safe and charted 
ground. The ease with which profits were made in the cotton 
industry before the war; the indifference to and the contempt 
for foreign competition which was arising; the retention of 
methods of trading which were unsuited to changing world con- 
ditions; the growth of large numbers of unnecessary agents and 
superfluous middlemen; the tremendous profits made during the 
war; the amazing over-capitalisation which the 1920 boom 
period produced,—all these are commonly accepted facts which 
are yet worth repetition. It might be argued that Mr. Bowker, 
in order to contrast the conditions of the pre-war and post-war 
industry, is guilty of over-emphasising the prosperity before 
1913. His picture of “ wealth on tap ” does not exactly square 
with the serious and repeated depressions in the industry or 
with the number of committees, official or unofficial, which sat, 
between 1890 and 1913, to discover the causes of loss of trade. 
Let him, for example, read an article in Blackwood’s Magazine, 
July 1892, in which the steady and inevitable shrinking of the 
industry is forecasted, and a further article! by E. Helm, the 
secretary of the Manchester Chamber of Commerce, in which the 
pessimistic view is rejected, but is given sufficiently careful 
consideration to show that Lancashire the golden was always 
fearing and often discovering faults and fissures in its vein of 


1 EconoMIc JOURNAL, 1892. 
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prosperity. But if the picture is slightly over-tinted it is not 
distorted. The facts that, before the war, the United Kingdom 
had about 70 per cent. of the total world exports of cotton goods 
and that the value of her exports showed a steady and rapid 
secular increase are sufficient proof of this. 

The second section of the book is devoted to the remedies 
which have been applied and the forces and conditions in the 
industry which have made these remedies futile. Here Mr. 
Bowker takes the business man himself as the target. He hits 
his nail firmly on the head in the sentence, “it is in men and 
not in things that the deepest trouble lies.” His point of view 
is diametrically opposed to that put forward by Professor Young 
in his paper before the British Association in 1928. And it is 
not difficult, in the light of subsequent experience, to castigate 
the Lancashire cotton man. It is only too clear that there was a 
complete failure to realise that the depression was permanent 
and demanded a wholesale reduction in the scale of output; 
that policies were adopted which postulated a rapid return to 
1913 output, and that a body of vested and short-sighted interests 
was massed to resist the changes which were necessary. The 
Federation of Master Cotton Spinners comes in for particularly 
severe treatment. Its organisation is criticised as unwieldy and 
ineffective. Its leaders are condemned for a vacillating and 
mistaken line of action. Its members are accused of disloyalty 
and weakness. For the Yarn Association, however, Mr. Bowker 
expresses approval as marked as his condemnation of the Federa- 
tion. This is a rather inconsistent attitude when it is realised 
that the Association consisted of about 70 per cent. of the American 
spinning members of the Federation. He sees the failure of the 
Association as lying almost wholly to the discredit of the 30 per 
cent. who did not join and were guilty of “immoral” under- 
selling. A more balanced view would suggest that, however 
laudable the motives of the Association, its policy was no more 
likely to succeed than that of the Federation. It was attempting 
to fix prices in a market where prices are fixed by world con- 
ditions. Since the transferable quota system never came widely 
into operation it was restricting output without confining restric- 
tion to the least efficient firms. It contemplated operation 
without reducing the capitalisation of the constituent firms. 
Its life was essentially precarious, since it had to fix minimum 
prices high enough to encourage many comparatively inefficient 
firms to continue membership, and low enough to enable the 
more efficient to sell that volume of goods which they knew they 
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could sell as independents in the market. The range of the 
spinning firms it covered produced questions of demarcation 
and grading almost impossible to settle satisfactorily. The Yarn 
Association served a purpose in failing, for by its failure the 
difficulties of control and reorganisation were laid clear and the 
way pointed for those smaller, financially reconstructed and 
more closely knit amalgamations which must necessarily precede 
any more ambitious scheme of combination. 

The force of Mr. Bowker’s onslaught upon the business per- 
sonnel of the industry is lessened by the weaknesses revealed 
in some of the remedies he advocates in the third section of his 
book. He stresses three possible lines of improvement. He 
believes that much is still to be gained from a careful inquiry 
into international costs of production and a detailed study of the 
marketing methods of other and more successful textile countries. 
Few will quarrel with him in this, though it is to be doubted 
whether the sort of information which he has in mind is always 
available. There must be many small weaving firms in Lancashire 
whose methods of accounting are so elementary that they could 
not allocate exactly their total costs of production over the 
different items, or say definitely what effect a given increase or 
decrease in annual output would have upon such costs. The 
same is probably more true of the small firms in India or Japan. 
An English board of inquiry, however influential, would have 
no power to obtain this information from other countries save 
by indirect means and on a partial scale. His second suggestion, 
that the war-time Cotton Control Board should be revived prob- 
ably raises many more difficulties than it would settle. Some 
degree of unification and control is undoubtedly necessary. 
A board of the type suggested, we venture to believe, would 
hardly fill the picture. It would consist of employers and 
men. Are these two groups likely to agree upon the best methods 
to adopt, and who is to hold the balance between them? And 
is the problem of the Lancashire cotton industry to be simplified 
by placing the spinning section under the control of a board 
the constitution of which in itself would establish a highly debat- 
able experiment in the joint control of industry? This central 
board would have the power to fix prices. “It would apply 
to the Government to have its rulings given the force of law.” 
It is very doubtful, however, whether any Government could 
do this without a wholesale change in the law relating to all 
combines and their contracts in restraint of trade. If the industry 
will not of itself set up such a board, the Government, it is 
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suggested, should contemplate its compulsory establishment. 
But it is almost impossible to imagine such a board being success- 
ful without the willing co-operation of the industry itself. The 
board, we are told, would fix prices to prevent underselling. 
Here it would meet with all the difficulties that wrecked the Yarn 
Association. On what principles would it fix prices? And 
would the firms which could not compete at the prices fixed be 
compensated ? 

How little Mr. Bowker has thought out this part of his 
scheme is disclosed by his vague statement that prices would 
settle ‘never below a protective minimum ” and “ never above 
a fair trading level.” There is a great deal more value in the 
third suggestion, that the formation of larger units in the industry 
will bring many advantages and pave the way for many more. 
Whether such amalgamations should be of the vertical form as 
Mr. Bowker contemplates is perhaps open to doubt. And there 
is no evidence to prove, as he suggests on p. 121, that-the spin- 
ning firm in Lancashire is smaller than in other textile countries. 
Yet the industry is already taking to heart the proposal for 
amalgamation. The importance of this book, however, lies not 
in its prescription but in the character of its diagnosis. It 
crystallises the criticism which has arisen in the last few years, 
and which, almost as powerfully as money losses themselves, is 
pushing on the industry to rationalisation. It refuses to take 
anything for granted. If the book could have been written 
four years ago, and if the probing attitude of mind which is 
fostered in it had been taken up by the industry, much loss and 
suffering would have been avoided. 

A last note to the author. On p. 109 he is perplexed by two 
widely differing figures usually quoted as the number of looms 
in Japan. The explanation is, that the lower figure is often 
given as the total looms in that country, but it really represents 
only those looms owned by firms which are members of the 
Japan Cotton Spinners’ Association, Osaka. The higher figure 


is the correct one. 
JOHN JEWKES 


The University, 
Manchester. 
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Russian Economic Development since the Revolution. By M. 
Doss. (London: George Routledge & Sons, Ltd. Pp. 408. 
15s.) 


Ou va la Russie? By Simon Zacorsxy. (Paris: Imp. du 
Petit Journal. Pp. 338. 10 frs.) 


Or these two books, the former is of much greater interest 
to the Western reader than the latter. 

Mr. Dobb approaches his theme in the right spirit of sympathy 
—the best way to make new phenomena understood. The book 
shows some bias in favour of the Soviets, also an over-estimation 
of the efficacy of Soviet decrees, but so long as the author is 
dealing with the theory, or, to be more exact, with the theories 
of Soviet economics it only serves to render his exposition more 
vivid, hence more instructive. And considering the present 
hopeless state of Russian statistics one can hardly ask for more. 

Politics in post-war Russia have about the same intensity 
and the same all-embracing character as religion had in the 
Middle Ages, and Mr. Dobb justly emphasises the impossibility 
of detaching Soviet economics from their political background. 
Whether it is a measure of national importance or a minor local 
problem, the organisation of the whole system of moneyless State 
barter or the adjustment of wages in a workshop, Soviets would 
invariably tackle the question from its social end: What does 
Marx think about it ? are we not too lenient towards the profiteer ? 
who comes first in the revolutionary hierarchy—the workman or 
the peasant? Considerations of efficiency and of profit and loss 
would be relegated to a secondary position if not neglected 
altogether. 

The most interesting chapters of the book are-those devoted 
to the New Economic Policy (NEP) and its origin. This indeed 
is the point that focused all the tendencies of the Communist 
doctrine. 

According to popular conception the NEP with its decen- 
tralisation of industry and readmission of private trade marks 
the bankruptcy of Communism. Mr. Dobb spares no pains to 
prove that this is much too simple to be correct. . From the very 
beginning of the Revolution, Lenin, the most if not the only 
practical Bolshevist statesman, termed as Utopian the plan of 
an immediate realisation of a 100 per cent. communism. He 
maintained that wholesale nationalisation, elimination of money 
and economic equality of all were but distant ideals, to be reached 
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gradually: what was required for and feasible at the moment 
was that workmen should hold the key positions, such as the 
control of credit, heavy industry and wholesale trade; elsewhere 
private enterprise could be left to work side by side with the 
State, since the latter would always have the means of controlling 
it so as to make it serve the aims of the new classless society. 
In time, as the State acquired the necessary experience and 
enlarged its trained staff, private enterprise would gradually be 
drawn into and absorbed by the Socialist State. In 1918 the 
combined pressure of war and anarchy strengthened the hands 
of the ‘‘ extremists,” who stood for centralisation en bloc, and 
Lenin had to yield and to subscribe first to general nationalisation 
and then to the elimination of money; but when two years later 
a breathing space was allowed to the country he reverted to his 
original programme of gradual reform. The NEP was therefore 
a return to the regime of the winter of 1917-18, and it is only 
the extremists of the Communist party who. are justified in 
treating it as bankruptcy. 

The strong point of Mr. Dobb’s book is the analysis of Bolshevic 
economic ideas—what the Soviets were out to do and why. As 
regards the actual economic state of the country the book is 
much less illuminating: it suffers from a marked insufficiency of 
general statistical data—as distinct from illustrative figures in 
the nature of examples—and such general data as are provided 
refer more often to money values than to production, although 
in an isolated monopolist state the value indexes present only 
minor interest. Of course Soviet statistical material is very 
scarce, partly inaccessible and most unreliable: anyhow, the 
result is that some of Mr. Dobb’s conclusions seem to lack 
foundation. On p. 331 he says, for instance, that industrial 
production has almost reached the pre-war level, but there is 
practically no material on the preceding pages to corroborate this 
statement. Now, if we turn to Prof. Zagorsky’s book we find 
a series of figures—all of them also taken from Soviet sources— 
which gives another impression. As compared with 1913: 


Production of iron (1925-6) . - 36% 
e of rails (1925-6) . 41 
Locomotives, construction (1926-7) 73 
a import . : . 40 
Blast furnaces working ; . 48 


The fixed capital of the whole Soviet industry has been officially 
evaluated in 1927 at 8-2 milliard roubles, whilst the industry 
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that had been restored and was then working has been evaluated 
at 5-75 milliard roubles, i.e. about two-thirds of the whole. If we 
take into account the immense deterioration in quality of all 
industrial produce in Russia—of which abundant instances and 
anecdotes are quoted in the Soviet daily press (British merchants 
too could tell some tales about it)—then it would seem that the 
1913 level is not close at hand yet. 

On p. 395 we read in Mr. Dobb’s book: “ the income of the 
workman is considerably higher than pre-war.” One naturally 
expects to find at least the main figures showing the proportion 
between the present-day and the pre-war wages, but such 
figures are not given: we do not even know whether, when 
Mr. Dobb speaks of income, he means money wages or real wages. 
Nor do we find such data in Prof. Zagorsky’s book—his statistical 
luggage is hardly heavier than Mr. Dobb’s—so that the central 
question concerning the position of workmen in Russia remains 
unanswered. But some indirect evidence supplied by Prof. 
Zagorsky is not reassuring. Take, for instance, the figures of 
unemployment, truly colossal for a country with 2-2} millions 
of industrial population (these are official figures, which according 
to Soviet sources represent probably one-half of the real figure) : 


In thous. 
1923 4 - . h 641 
1924-5 . ; : H 848 
1925-6 . ‘ . « SLOLT 
1926-7 . f ‘ . 1353 


(The whole problem of unemployment is dealt with by Mr. 
Dobb in one sentence at the end of the book.) 

The safety of work, on account of the worn-out machinery 
and lack of inspection, is very low: so for the four quarters of 
1925-6 the number of accidents with loss of working capacity 
was, on 100,000 working days: 32-5, 38-8, 45 and 46-3: in the 
mining industry it was 70 in 1926 as against 47-4 in 1913. (Cf. 
also the astonishing number of casualties at sea reported in the 
Press this year.) 

There is still less statistical material in Mr. Dobb’s chapters 
on agriculture. On p. 354 he writes of “‘ the raising of the whole 
village, including the village poor”; but this statement too is 
left unsupported. The figures of crops stop at 1923 although 
figures for later years are available. Mr. Dobb mentions that 
multiple rotation of crops has been introduced on three million 
dessiatins, but this figure cannot possibly be credited by anyone 
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who knows the inertia of rural Russia and the poor state of 
agricultural technique in the country. Prof. Zagorsky’s statistics 
are not very illuminating either, but he gives at least the most 
important figures of the area sown and of harvests : 


Cereals: in % to 1913 


1913. 1923. 1924. 1925. 1926. 1927. 
Area sown : . 100 78 83 87 90 92 
Harvest 100 59 53 76 80 — 








The peasant therefore sows less than pre-war and gets less 
from his land—which hardly testifies to the “raising of the 
whole village,”’ especially if we consider that, in spite of “‘ Closed 
Scissors,” the peasant gets less industrial goods for his produce 
than in 1913. Add to this the heavy purchase of grain abroad in 
1928, the present outcry of the Soviet Press about the shrinkage 
of cultivated area and the unsatisfactory collection_of grain— 
and this in spite of a good harvest—and it would seem that all is 
not well on the “ agricultural front ”’ either. 

Whether consciously or not, Mr. Dobb conveys in his book 
the impression that it is not the Soviet policy, but a series of 
adverse factors—from foreign intervention to the low efficiency 
of the Russian official—that are to blame if the progress is slower 
than might be. This is perhaps a useful antidote to the popular 
tendency of making Lenin personally responsible for every crooked 
nail that comes out of a Soviet factory. Still there are two 
reproaches which fall wholly on the Soviet rulers. One is the 
systematic elimination of cultured elements from all responsible 
positions, so as to give room to pure proletarians, with the result 
that administration and a large part of industry and of trade are 
now in the hands of a staff which leaves the Tsarist officialdom 
far behind in inefficiency and red tape. The second reproach is a 
lack of consistency in the Soviet economic policy. Within the 
Soviet Government there exist side by side several tendencies 
irreconcilable with each other, and ranging from militant extrem- 
ism to moderate programmes on the lines of Western Socialism, 
not to speak of purely capitalistic influences which begin to make 
themselves felt behind the scene. Hence the inner contradiction 
in Soviet economics: on the one hand subsidies to World Revo- 
lution, on the other the appeal to Western capitalists for loans; 
the squeezing of the peasant by high industrial prices, simul- 
taneously with assigning of large funds to the improvement of 
agriculture; the political repression of Nepmen, combined 
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with the grant to them of further economic facilities: alternate 
coquetting with the poor, middle and rich peasants; an outcry 
against intolerable bureaucracy and support of hundreds of 
farcical State farms. It is this inner contradiction between 
business and class war, and the instability of policy resulting 
from it, which makes the work of a cobbler, of the President of a 
Trust, and even of a Communist Civil servant, equally uncertain 
and unproductive. 

Prof. Zagorsky’s conclusions are that the Revolution has by 
now brought back to life the old classes, except the nobility, but 
with a new personnel, of course; the bourgeoisie, which is now 
beginning to bid for power; the peasantry, which has definitely 
freed itself from the tutelage of the State and is producing in its 
midst the future squire, for the moment called Kulak; and the 
workmen, who are now relegated to the old salaried conditions 
on the same or a lower standard of life than before, but are still 
enjoying a social prestige and political privileges that reconcile 
them to the failure of their material aspirations. This social 
structure points more at capitalism than at socialism: it has 
proved stronger than the State, since it has formed itself and 
maintains itself in spite of terrible pressure by the Government, 
and the only reasonable thing the State can do now is to recognise 
de jure what exists de facto, and grant to private enterprise the 
freedom and facilities which have been until now monopolised 
by the relatively small socialist institutions of the State. 

Mr. Dobb is mainly concerned with the history of the past. 
To his mind one of the great achievements of the Russian Revo- 
lution was the creation in Russia of a democratic spirit free from 
the Western cult of material success. There is, of course, no 
equality of material conditions in Russia, but at least Russia has 
made impossible the accumulation of immense financial power 
in the hands of single individuals, as is the case in the West, and 
such gradation of income as there is, is based, in principle at any 
rate, not on inheritance or chance, but on the social value of the 
work performed. The new democracy is in no danger from 
Nepmen or Kulaks, since they have been and will be held in check 
by the State and the co-operatives. 

Mr. Dobb justly emphasises that by surviving the horrible 
years 1918-22, and by having been able to start on the upward 
path without any help from abroad—unlike Austria and Germany 
—Russia has proved an extraordinary vitality. Given energy, 
he concludes, quick technical progress and good organisation, she 
may in a few years reach an astonishingly high level of prosperity. 
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And there is certainly nothing to disprove this conclusion, but 
one is bound to say that, so far as the available data allow us to 
judge of the present, the organisation of Russia’s economics is 
not good and the technical progress is very slow indeed. 

N. GuBsky 


Die Finanz- und Steuerverfassung der Union der sozialistischen 
Sowjet-Republiken. By Paut Harnsst, formerly Professor 
at the first State University, Moscow. (Jena: Fischer. 
Pp. 285.) 


Der Staatshaushalt und das Finanzsystem Grossbritanniens. By the 
same author. (Handbuch der Finanzwissenschaft, Band 
III.) (Tiibingen: Mohr. Pp. 32.) 


THE author of these two publications is already known to the 
readers of our JOURNAL. His book on Das Steuersystem Sow- 
jetrusslands was reviewed in the June issue of thee Economic 
JOURNAL of last year: ‘‘ Professor Haensel,”’ says Mr. J. Sykes, 
“is to be congratulated on his lucid handling of a mass of complex 
material. His powers of detailed writing, joined to a due sense of 
proportion and chronological perspective, give the reader a minute 


picture of the sequence of events and policy.” The same merits, 
characteristic of all Professor Haensel’s work, are to be found in 
the former publication. It is a detailed analysis of the complex 
system of Soviet Finance and of present-day Russian Budgets. 
In the first two chapters of his book Professor Haensel gives us a 
description of the kaleidoscopic changes which occurred in the 
Soviet financial policy during the past decade, from the abolition 
of money as an economic phenomenon up to the introduction of a 
highly developed system of direct and, chiefly, indirect taxation, 
on which the very existence of the Russian Government now 
depends. The figures given by Professor Haensel in the text 
and in the Appendix are very interesting, and give us a full picture 
of the Russian State revenue and expenditure which is well worth 
studying. The Budget for 1926-7 includes the following chief 
sources of revenue :—direct taxes (including the turnover tax), 
773 million roubles, or 15-5 per cent. of the total revenue ; indirect 
taxes, 1387 million roubles, or 27-9 per cent.; total produce of 
taxes, including duties, 2333 million roubles, or 47 per cent. 
Total non-tax revenue (chiefly from State railways, which are run 
at a deficit), 2417 million roubles, or 49 per cent. State loans 
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were entered in the Budget of that year to the sum of 220 million 
roubles, or 4 per cent. of the total revenue.! 

In the expenditure for 1926-7 the supply services take up 
3243 million roubles, or 66 per cent. of the total expenditure ; 
financing of industry, agriculture, co-operative societies, trade, 
electrification, etc., 901 million roubles, or 18 per cent. The 
remaining 16 per cent. are accounted for by such expenditure as 
purchase of gold and platinum, reserve funds of the Councils of 
People’s Commissars, etc.” 

These figures of the Russian Budget speak, we think, for 
themselves, and indicate that the Soviet Budget is based on indirect 
taxation and loans (internal as well as external) in order to finance 
nationalised industry and to maintain the administration of the 
State. “‘In our present condition,” says Professor Haensel, 
“‘when the incomes of the population have undergone great 
equalisation, the preponderance of indirect taxation is absolutely 
unavoidable.” This statement may disappoint those who expect 
a “‘ proletarian ”’ State to be the first to dispense with so “ bour- 
geois ’” a source of revenue. Professor Haensel compares Russian 
Budgets for the last five years, and emphasises the fact that the 
fiscal needs of Russia grew more rapidly than the national income. 
The following figures illustrate his point: Russian State Budget 
increased in five years from 1460 million roubles to 5002 million 
roubles, i.e. the Budget for 1926—7 is three times larger than that 
for 1922-3. The increase in 1924-5 was 27-7 per cent.; in 1925- 
6, 31-9 per cent.; in 1926-7, 29 per cent. The increase of the 
national income for the same years was 31-9 per cent., 28-8 per 
cent. and 9-4 per cent. This state of affairs naturally causes 
very great difficulties in balancing the Budgets. 

The Russian Government, in spite of the great levelling of 
incomes, scrupulously follows the class principle and taxes private 
capital more heavily than State and co-operative enterprises. 
This policy of discrimination is also illustrated by the following 
rate of taxation of various classes of the population. Peasants 
and workers are taxed from 9 per cent. to 12-6 per cent. of their 
income, the other categories of the population from 20 per cent. 
to 26 per cent.; men’of liberal professions, 20-7 per cent.; house- 


1 In the Budget for 1927-8 these sources of revenue were shown as follows :— 
direct taxes, 1009 million roubles, or 16-7 per cent.; indirect taxes, 1641 million 
roubles, or 27:2 per cent. Total produce of taxes, including duties, 2880 million 
roubles, or 48 per cent. Total non-tax revenue, 2633 million roubles, or 43 per 
cent. State loans, 525 million roubles, or 9 per cent. 

2 In the Budget for 1927-8 these items of expenditure are shown as follows :— 
the supply services, 3767 million roubles, or 62 per cent.; financing, 1216 million 
roubles, or 20 per cent. 
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owners, 24-9 per cent.; people engaged in private trade and 
industry, 26-1 per cent.? 

Direct taxation is discussed by Professor Haensel in the third 
chapter, where he gives us its history, and a detailed account of 
the methods of collecting taxes. The income tax on private 
persons and private enterprises is described with such accuracy 
that nothing more full, and at the same time more clear, has ever 
been written on the income tax in Russia. The land tax, in our 
opinion, deserves more detailed treatment in view of the great 
social and political consequences of this tax. In the revenue 
from direct taxation for the year 1926-7 the land tax had brought 
in 40 per cent., for the year 1927-8, 37 per cent. The land tax 
in Russia is, as a matter of fact, the Achilles’ heel of the whole 
policy of the present Government, which is trying to stimulate 
the development of collective and co-operative farming while, 
at the same time, increasing the tax for well-to-do peasants and 
fighting the insistent growth of capitalistic tendencies in agri- 
culture. 

Indirect taxation, to which the fourth chapter is devoted, 
is examined as clearly and as carefully. Professor Haensel 
begins by giving a brief outline of the history of excise in Russia, 
as well as of the general policy of the Soviet Government concern- 
ing it, goes on to a detailed account of the duties on tobacco, 
vodka, sugar, tea, naphtha, matches, textiles, rubber, footwear, 
candles, perfumes and cosmetics, and concludes the chapter with 
a description of custom duties. The indirect taxes in 1926-7 
brought in 27-9 per cent. of the revenue; and in 1927-8 27-2 per 
cent. Vodka, by the way, which is a Soviet Government 
monopoly, together with beer, is responsible in the Budget of 
1927-8 for 18-5 per cent. of the total produce of taxes. (Compare 
Professor Procopovich’s Bulletin.) 

The last three chapters of Professor Haensel’s book give us 
reliable information concerning local and communal taxation in 
Russia, an analysis of the income tax with its exemptions and 
privileges, and a description of the machinery of tax collection 
and tax inspection. 

Professor Haensel’s book will be read with great attention 
by all who are interested in Russian finance. He deals with the 
subject quite impartially and criticises, as far as it is possible to 
do so in the Soviet atmosphere, some of the Government measures ; 


1 In income tax alone workers and Civil servants pay yearly 7-20—30 roubles ; 
men engaged in home industries and liberal professions 12—42 roubles; in 
private trade 18—274 roubles (p. 51). 
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but he does not touch upon the general policy of the Government. 
Some of his points, such as, for instance, the official figures con- 
cerning wages in Russia or the percentage of private trade and its 
part in the turnover of the country, etc., are likely to arouse 
controversy, but they are, after all, of secondary importance in a 
treatise on finance. The book is an important contribution to 
contemporary literature on Russian finance, written by an 
authority of European reputation. 

Der Staatshaushalt und das Finanzsystem Grossbritanniens. 
This article by Professor Haensel must be read in order to be 
appreciated. It gives a clear and compact history of Great 
Britain’s finance since the Napoleonic wars and up to the present 
time, including even Mr. Churchill’s last Budget. British readers 
will find this article both useful and interesting. 

; S. P. Turin 
London. 


The Problem of Trust and Monopoly Control. By A. P. L. Gorpon, 
B.A. (George Routledge and Sons, Ltd., London, 1928. 
Pp. viii + 186. 5s. net.) 


Tue author describes his book as ‘an attempt to analyse 
the proper relations between monopolistic combines and the 
State. Its method,” he says, “is first to examine the German 
experience of organised monopoly.” The scope of the book 
is, therefore, more limited than the title would lead us to 
expect, for it treats of only one class of monopolistic combina- 
tions, the Kartell, to the exclusion of the American and British 
system of comprehensive mergers, and, consequently, the author’s 
second object, ‘‘ to show how far it is possible to envisage a system 
favourable to the expansion of industry without disadvantage 
to the public, combining the security of monopoly with the 
stimulus of competition,” cannot be regarded as completely 
attained. 

The first part of the book, dealing with “ the Kartell System 
of Modern Germany,” takes us over familiar ground, and need 
not long detain us here. It is largely based on Liefmann’s work 
and is succinct and lucid. To those unfamiliar with the subject 
it will serve as an admirable introduction, and, in addition to 
such well-known Kartells as those in the coal and iron industries, 
interesting particulars are given of the potash and textile Kartells 
among others. The second part treats of the “ Problem of 
Legislation and Control,’ and its first chapter discusses the 


€ 








—_ 


— eel st Oe OS 


“a &® Mm A & wr 


a ee a a ee eee ee. ee ee ee ee ee 














1928] GORDON : TRUST AND MONOPOLY CONTROL 625 





general problems of legislation. We may imperfectly summarise 
the author’s conclusions as to the principles of legislation in his 
own words: ‘‘Many methods of competition are manifestly 
unfair, and it is in their exclusion that the real problem of legis- 
lation exists. Broadly speaking, legitimate competition on the 
part of a Kartell is neither more nor less nocuous than compe- 
tition of the same type undertaken by individual firms. . . . If 
legislation is to secure a maximum of productive efficiency it 
must aim at excluding all methods of competition which are 
invariably wasteful. . . . From the public standpoint a Kartell 
can only be justified if its existence results in real economies, 
whether in cheapening production or in avoiding trade depres- 
sions. . . . It must be the object of monopoly legislation to 
eliminate monopoly revenue while retaining the other benefits 
of combination.” 

The Kartell system had facilitated the transition from peace 
to war conditions of production. The number of Kartells in- 
creased during the war under compulsion, and grew still more 
in the first period of renewed peace. Political insecurity and 
the depreciation of the mark in 1920-22 caused many important 
Kartells to break down. Later, new capital became available, 
and “at first gradually, and subsequently with great rapidity, 
industry underwent a process of financial concentration, the 
object of which was to rationalise production, specialise plant, 
and facilitate research and the use of by-products.” The rise 
in prices, for which the Kartells were in no way to blame, and 
discontent with the discrepancy between internal and export 
prices led to a demand for supervision, and ultimately in October, 
1923, Dr. Stresemann obtained from the Reichstag an Enabling 
Act empowering the Government “‘to take such steps as it 
considered expedient and urgent in the financial, economic, and 
social spheres.” A Decree (Kartellverordnung) was issued in 
the following month, which constituted a permanent machinery 
for the supervision of Kartells. It applied to both vertical and 
horizontal combinations, including agreements guaranteeing ex- 
clusive dealing, required all agreements as to prices, production, 
or markets to be in writing, and set up a Kartell Court to deal 
finally with all questions coming within its competence. The 
Court could determine whether an individual whose economic 
freedom was unduly restricted could withdraw from a Kartell, 
or whether the agreement should be declared void. Its consent 
was required for the imposition of penalties for breach of agree- 
ment and it had certain powers as to conditions of sale and 
TT2 
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methods of price-fixing. The Decree itself is given in full in an 
appendix. 

The eighth chapter, with twenty-three pages, expounds the 
working of the Decree and might well have been extended, since 
this is ground new to students. The provisions as to prices 
have acted mainly indirectly and prevented industrialists from 
attempting to protect themselves against a falling currency by 
raising prices. Most of the activity of the Court has been occupied 
with questions involving the right to withdraw from a Kartell. 
Mr. Gordon sums up the results of the decisions as follows: 
“In order to acquire the right to withdraw, a member of a 
Kartell must be able to prove that his existence is endangered, 
or his individual freedom unduly restricted, directly because of 
his membership. . . . The seceding member must be able to 
show—first, that the circumstances under which he signed the 
Kartell contract have subsequently ceased to apply; secondly, 
that the change of circumstances was not contemplated or pro- 
vided for in the contract ; and finally, that the new circumstances 
render an immediate withdrawal a condition of his ultimate 
survival.” The Decree empowers the Court to take action to 
protect the economic life of the community as a whole against 
Kartell action, and so, inter alia, the imposition of boycotts and 
the grant of rebates for exclusive dealing are subject to its consent. 

Another brief chapter, in which the book seems to rush to 
its conclusion, treats of the position in Great Britain of free trade 
and Kartells, and of the problem of control. The legal situation 
in this country may not unfairly be summed up by saying that 
the law will neither recognise Kartells nor protect the public 
against their action, but the legal decisions are by no means 
easy to harmonise. Mr. Gordon’s plan of control is to establish 
a Combinations Commission on the lines of the German Kartell 
Court, composed of “a lawyer, one representative apiece from 
the Treasury, the Board of Trade and the Ministry of Labour, 
and three industrial representatives chosen from panels set up 
by the Board of Trade.” The doctrine of restraint of trade 
should be amended so as to permit the legal recognition of 
voluntary combinations. The Commission would have powers 
to sanction withdrawals from combinations on the ground that 
the conditions imposed on the seceding party were unreasonable. 
Its sanction would be required for the imposition of boycotts and 
other penalties under the Kartell agreement. It should also 
hear appeals relating to unfair prices or discriminatory prices, 
and in such cases it should have power “ to issue a general licence 





—> 


oe © 0 22> fe reese & 


1928] BYE AND HEWETT: APPLIED ECONOMICS 627 


for withdrawal, or to institute on its own behalf proceedings for 
an injunction to stay monopolistic extortion.” ‘The scheme is 
an interesting one, but it is insufficiently argued. Such terms 
as “ unreasonable,” “‘ unfair,” “extortion” are not self-defined ; 
the decisions of the Commission might vary with its consti- 
tution and it might be driven to invent its own law as it went 
along. Its relations to the ordinary Law Courts are not made 
clear. Nevertheless, alike in this proposal and in his explanation 
of the German system, Mr. Gordon has made a useful contribution 
to the study of the problems arising out of industrial combination. 
Henry W. Macrosty 


Applied Economics. By R. T. BYE and W. W. Hewett. (New 
York: A. Knopf. Pp. 655. 25s.) 


Tuis is another of the omnibus volumes which have recently 
been flowing so freely from the pens of American economists. 
The aim of the authors is to describe and analyse existing economic 
institutions and practices in order to suggest methods of increasing 
economic welfare. The book leads up to a final chapter in 
which ‘a constructive programme of economic progress” is 
laid down. 

A plan as ambitious as this naturally postulates a belief in the 
minds of the authors that economic theory can be usefully 
employed in the determination of the lines along which social 
problems should be approached, and it is apparent that this book 
is put forward as a refutation, by example, of the idea that 
economic theory is of little immediate value in practical affairs. 
It is to be doubted, however, whether the authors have 
sufficiently appreciated the limitations of the science of economics 
as a basis, by itself, for detailed schemes for economic progress. 
So-called economic problems are very often not purely economic 
questions, and the economist must choose between refraining 
from having the last word or speaking on subjects on which he has 
no greater right to be heard than any other person whose interests 
are involved. Even when pure economic reasoning can suggest 
some desirable end which would increase economic welfare, the 
urgent and important practical problem is how quickly and to 
what degree that end should be pursued, and here, with the present 
limitations of economic analysis and power of measurement, the 
economist is wise to say nothing as an economist. Abstract 
reasoning leads to the conclusion, to take an important example, 
that a much greater equality in the distribution of wealth is 
desirable in industrial countries, but how quickly equalisation 
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should be produced, and at what point the process should cease, 
are important practical issues in which the method of trial and 
error is the only line of approach. The fundamental economic 
problems, indeed, are incapable of exact solution, since such 
solutions would demand standards which do not exist. What is 
to be the desirable balance of power between producers and 
consumers? What relative importance should be attached to 
the interests of the present generation and those of posterity ? 
Economic problems differ from problems in mathematics in that 
the former are usually capable of an infinite and the latter of a 
limited number of solutions. For these reasons applied economics 
must, too often, either discuss questions with so many of the 
relevant factors segregated in the pound of ceteris paribus that the 
conclusions are of no immediate practical import, or arrive at 
findings which have merely transferred the unknown and 
indeterminable from one set of words to another. 

These criticisms may be urged against the present work. Thus 
the authors attempt to establish a definition of economic welfare, 
some norm from which to measure the effects of given economic 
movements, in the words “ the efficient production of a large and 
widely diffused income of beneficial goods.” There appear, 
however, to be more indeterminate quantities in the definition 
than in the term itself. Would a 5 per cent. increase in production 
which was the cause of a 10 per cent. decrease in some index of 
the inequality in the distribution of income constitute an increase 
or decrease in economic welfare? What does “ beneficial ” mean 
in scientific quantities? Or, again, there is an attempt to lay 
down certain laws of consumption which will tend to maximise 
economic welfare. The last of these laws is, ‘‘ Follow the habits 
of consumers which make good producers.” Surely this law 
makes quit+ an arbitrary decision in favour of the utility provided 
by extra production as against the utility provided by ‘“ unpro- 
ductive ” consemption? Such a law would appear to recommend 
such habits on the part of consumers which would produce the 
mental atrophy which makes for the greatest content among 
mechanical workers. 

The value of this book lies, therefore, in the careful collection 
of facts and theories in a wide range of economic topics. The 
actual information packed into the volume is encyclopedic; the 
presence of a very complete bibliography of recent English and 
American books makes it almost a work of reference. 

Part II deals with the promotion of efficiency in production, 
and is an excellent summary of the grim facts of the economic 
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waste which persists in different forms. Part III treats of the 
organisation of exchange; efficiency in marketing; the control 
of the price system; public utility rates and banking; the 
stabilisation of trade and the monetary system. In a chapter on 
“ International Debts ”’ the authors support the idea of war debt 
cancellation. Part IV is concerned with the economic aspects of 
government, and draws from the wealth of experiments and 
experience of State interest in tariffs, trusts and the trade cycle 
in U.S.A. Part V is an analysis of the problem of inequality in 
the distribution of wealth. Part VI discusses the theories of 
Liberalism and Socialism and contains a brief account of the 
Russian experiment. The mass of material has, apparently, been 
compiled most carefully. There are very few slips. 

On p. 165 the statement is made that, under the Industrial 
Courts Act of 1919 in Great Britain, ‘‘ the Minister of Labour 
could . . . appoint a court of inquiry having the power to... 
call witnesses and demand information necessary to bring out all 
the facts of the dispute.”” The Minister has no power, however, to 
compel the attendance of either side in the dispute. On p. 418 
the English Trade Board Act of 1909 is referred to as the Federal 
Trade Board Act. On p. 95 a catalogue of the advantages of 
trust formation appears to ignore the very powerful case which 
has been made against the reality of such advantages by E. Jones 


in his The Trust Problem. 
JOHN JEWKES 
The University, 


Manchester. 


Getting and Spending at the Professional Standard of Living: 
A Study of the Costs of Living an Academic Life. By JESSICA 
B. Petxotro. (New York: Macmillan Co., 1927.) 


Getting and Spending at the Professional Standard of Living 
is a highly important contribution to a neglected field of economic 
research. Dr. Peixotto garnered her harvest of factual information 
from a section of the world remotely removed from the old-world 
centres of learning, yet typical in many respects of academic 
conditions found this side of the Atlantic—Berkeley, California. 
The author ably pleads the cause of the academician. Having for 
so long been set on a pedestal either to be ridiculed as a little 
peculiar in his social contacts or admired because of his eccen- 
tricities, the “ Professor ’”’ now demands a standard of living com- 
patible with his position in the social structure. The study made 
by Dr. Peixotto included ninety-six families of varying academic 
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rank, and shows in great detail actual expenditures incurred by 
this group over a period of one year. The value of this investiga- 
tion lies very largely in the author’s incisive observations. These 
add distinctly to the readableness of a book which in the hands of a 
less skilful scholar than Dr. Peixotto might have been made 
unspeakably dull. In the preface the author sets forth emphatic- 
ally that “as a cost of living study, its immediate serviceability 
seems to be to show decisively that the salaries offered the faculty 
of the university under investigation, and in all probability the 
faculties of most universities, are below the amount required if 
an accepted standard of living for professional men is to be paid 
for out of those salaries.” The author also reassures the reader 
that ‘“‘the incentive to make this study of the way academic 
families live undoubtedly included an emotional interest. How- 
ever, in plan at least, the investigation excluded both propaganda 
and special pleading.”” Dr. Peixotto fulfils this promise. 

The evidence gathered by the author shows conclusively that 
those in the academic profession are far from overpaid, and that 
not a few of the academic families investigated might do better 
financially if the breadwinner were to turn his energies into other 
channels. 

Studies similar to the one made by Dr. Peixotto should be 
undertaken in other countries and on a more extended scale 
in the United States. Such investigations would be of inestim- 
able value to the economist. All academicians trained in the art 
of self-deprivation will feel a debt of gratitude to Dr. Peixotto 
for calling attention to the actual as well as the potential costs of 


living an academic life. 
FELIX FLUGEL 
University of California. 


Standing Room Only ? By Epwarp Atsworts Ross. (Chapman 
and Hall. 1928. Pp. xvi + 368. 16s. net.) 


LET no one be deterred from reading this book by its somewhat 
sensational title. It is one of the most valuable that have been 
published on this important subject. The author is, like a good 
many other recent writers on the same subject, an American— 
Professor of Sociology in the University of Wisconsin. It may 
at first seem remarkable that so many important books prompted 
by the apparent menace of over-population have issued from a 
country in which the population is still on the whole relatively 
sparse, and in which unquestionably there is still plenty of oppor- 
tunity for development. But the fact is in itself evidence of the 
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reality and magnitude of the problem considered. Nowhere has 
population multiplied and land been brought under occupation 
more rapidly since Emerson in the ’sixties of last century loudly 
proclaimed the welcome that should be given in that country 
to people of every nation and colour. The rapidity of that 
movement cannot but suggest the inquiry as to whether there is 
to be any end to it and what will be the consequences, and this 
inquiry is further pointed by the fact that the movement is already 
relatively more rapid in the country immediately to the north. 
Little wonder, then, that some at least in North America should, 
as stated in the last number of the Geographical Review (New 
York), p. 354, “‘ see in south-eastern Asia a vision of the future 
condition of their own continent and be troubled in mind, if not 
oppressed, by the thought of approaching population pressure, 
poverty, and weakness.” 

Though the book under review is not a long one, it may 
nevertheless be suggested that some of the chapters might have 
been omitted or greatly condensed without great loss; as dealing 
with matters that may now be taken as familiar to all interested 
in the subject, and whose relation to the subject is too obvious to 
need elaboration. The present reviewer would like to see in a 
future edition this course adopted with the first seven chapters, 
dealing with the modes in which population has been adapted to 
resources in the past and the degree in which the problem is in 
some ways (as by the conquest of disease) made even more threaten- 
ing by the advance of civilisation. As to disease, for example, it 
might have been enough to give the pithy paragraph on pp. 35-6, 
summing up the results of the fight against disease in recent 
decades. 

Most of the chapters following the seventh, those on the signs, 
the provocatives, and the penalties of population pressure, etc., 
contain much impressive matter, and all tend to drive home the 
seriousness of the world situation. The author’s ultimate 
dependence is, like that of most of those who have given serious 
attention to the subject, on some method of adapting the popula- 
tion to the resources, not that of carrying out to the bitter end the 
struggle to adapt the resources to the population. The method 
advocated is what he calls ‘“‘ adaptive fertility,” introducing this 
new term “‘ because it is more certain that fertility will somehow 
be adapted to the situation which a people confronts than that 
‘ birth-control’ (contraception) will be the method employed ” 
(pp. 208-9, n.). But he is no more blind than the eugenists to 
the dangers of this method (pp. 271, 277-9). 

The suggestion above made of the opportunity for condensation 
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had in view no shortening of the volume, but was made with the 
hope that the space saved thereby might be used for further 
original contributions by the author. The volume contains no 
definition of over-population, no discussion of the manner in 
which mere numbers affect the well-being of a community, and 
without such discussion there is no adequate reply to Dr. Oppen- 
heimer’s objection that Malthus’s theory gives us no more than a 
formal application to every conceivable population movement 
with its accompaniments. It contains no discussion of the 
obscure conception of an optimum population now so frequently 
brought under our notice. The author reckons (p. 355) labour 
congestion as one of the signs of over-population. An exceptional 
proportion of unemployment may surely be taken as involving 
labour congestion. Now we are told that there was good reason 
to believe that in February or March this year the number of 
unemployed in the United States was about four million. Can we 
relate this, if true, to the optimum-population theory ? 

The first twenty-seven chapters of Prof. Ross’s form one Part, 
entitled ‘‘ Population.”” The remaining seven form the Second 
Part, entitled “ International Migration.” In this Second Part, 
though extending to little more than 70 pages, many will see the 
most important part of the volume. It is here that the author 
recognises the problem most explicitly as one of world-wide 
import, and involving in the end world-wide co-operation. And 
this is a fact that cannot be too strongly impressed and which 
will justify the appearance of many future volumes of like scope. 
In this Part Prof. Ross makes a strong defence of the exclusion of 
coloured races from the new countries of the whites. But he 
bases this defence not on any arrogant claim of racial superiority 
(p. 343), but on the injurious economic effects of admitting a large 
admixture of populations accustomed to a lower standard of 
living and prejudicial to the “likemindedness ” which it is 
desirable to preserve so far as possible in any community (Chap. 
XXVIII). But in taking measures to secure this exclusion the 
greatest care should be taken to spare the feelings of the excluded 
peoples, and, by getting them to understand the true grounds of 
exclusion, to avoid occasions for rousing their hostility (pp. 351-2). 
And the author has the courage to look forward to the end, to a 
time when the coloured peoples of Asia and Africa will have 
accommodated themselves in every way to the demands of white 
civilisation. Then the barrier set up against them by the whites, 
having served its purpose, may be removed. 

Gro. G. CHISHOLM 
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Uber die Beziehungen zwischen Aussenhandel und Volkswohlstand. 
By W.Susat. (Jena: Fischer. Kieler Vortrage, No. 22.) 


Tu1s provocative little pamphlet contains a lecture delivered 
by Herr Susat (Direktor im Statistichen Reichsamt) under the 
auspices of the “ Institut fiir Weltwirtschaft und Seeverkehr ”’ in 
the University of Kiel. It is a model of clear and interesting 
exposition. 

The questions which Herr Susat asks are :—(1) To what 
extent can attempts to check imports and foster exports promote 
national welfare? (2) Is it possible to prohibit the importation 
of luxuries and ensure that raw materials are imported in place of 
them? Would such a prohibition bring about a “‘ favourable ” 
balance of trade and so contribute to the promotion of national 
prosperity ? (3) Does an excess of imports tend to cause a decrease 
in national welfare? Is there any necessary connection between 
a surplus of exports and an increase in national welfare ? 

Throughout the greater part of his pamphlet Herr Susat is 
content merely to restate familiar doctrine in simple terms with 
the aid of well-chosen examples. But he tends to carry simpli- 
fication too far. The province of economic theory into which he 
ventures has been the object of elaborate exploration within 
recent years. The bulk of Herr Susat’s pamphlet might have been 
written by a contemporary of Bastiat. Sometimes the con- 
clusions which Herr Susat draws—conclusions which in themselves 
may be unexceptionable—are more sweeping than his evidence 
warrants. The recent German attempt to stimulate exports and 
increase employment by granting credits to Russia may have 
failed. We cannot, however, conclude from this one instance of 
failure that all attempts to increase exports must prove abortive 
(pp. 17-19). Nor do Herr Susat’s other examples prove that 
“ every conscious attempt to influence foreign trade by artificial 
methods must be ineffectual ’’ (p. 20). 

The most valuable of Herr Susat’s observations come towards 
the close of his lecture. ‘“‘ An excess of imports depends merely 
on the relation of capital accumulation to the demand for capital.” 
“An excess of imports is only a symptom that the demand for 
capital exceeds the accumulation of capital” (two ‘‘ short” 
statements which seem to require considerable qualification). 
“ An effective influencing of the Balance of Trade can take place 
only if the cause—inadequate supply of capital—is removed.” 
It is unfortunate that Herr Susat did not see fit to deal with these 
intricate questions at greater length. For a detailed examination 
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of them we might readily have sacrificed even the amusing 
account of the difficulties involved in the attempt to prohibit the 
importation of luxuries. 
J. LEMBERGER 
The University of Belfast. 


Iiberalismus. By Lupwic Misses. (Jena: Gustav Fischer. 
Pp. 175. 7m.) 


SEVEN years ago Professor Mises published a work the central 
thesis of which continental Socialists have found considerable 
difficulty in answering—Die Gemeinwirtschaft. This attack on 
Socialism has now been followed by an exposition of “‘ Liberalism.” 

Professor Mises’ essay makes curious reading to-day. It 
would have been regarded as extreme even if written seventy or 
eighty years ago. Compared with Professor Mises, the Philo- 
sophical Radicals of the ‘forties seem mere time-servers. Liberal- 
ism, he tells us repeatedly, is the application to politics of a com- 
prehensive, carefully elaborated social theory. Liberalism is 
wholly based on science, and its policy is merely the application 
of the conclusions of science. It strives to make reason effective 
in politics. Yet the one impression left on the reader’s mind by 
this book is that Liberal policy must be always negative. The 
tasks which Liberal theory (according to Professor Mises) assigns 
to the State are to maintain the rights of private property, 
guarantee liberty and ensure peace. But liberty and peace are 
merely corollaries from and subordinate to the fundamental 
principle of private property. The recent tendencies of English 
Liberalism find no favour with so uncompromising an exponent 
of the true faith. His hostility to any form of State intervention 
in economic affairs is determined enough to satisfy even Sir 
Ernest Benn. Private ownership of the means of production, 
unrestricted by State action, alone makes possible a prosperous 
development of human society. The fact that there exists so 
much misery and want is no argument against Liberalism. Under 
modern conditions the free functioning of the institution of private 
property is no longer permitted. Professor Mises refuses to 
recognise any half-way house between Capitalism and Socialism. 
What he calls “ Interventionismus ”—carefully distinguished 
from “ Liberalismus ”—must prove futile in practice, if not 
definitely pernicious. But what is ‘“‘ Liberalismus”’? We learn 
to our surprise that it is “‘ the name for the doctrine which upholds 
the private ownership of the means of production.” Or, again : 











ae ae ee, oe Oo 





ing 
the 











1928] SCOTT : THE DYING PEASANT 635 


“ That system of human co-operation which is based upon private 
ownership is called Liberalism or—since it has created an organised 
division of labour encompassing the whole world—Capitalism.” 
Professor Mises claims for Liberalism that “it created the well- 
being of the nineteenth century, was responsible for the decrease 
of infant mortality, improved the standard of living and thereby 
prolonged life ”—a varied combination of achievements. 


J. LEMBERGER 
The University of Belfast. 


The Dying Peasant, and the Future of his Sons. By J. W. Rozert- 
son Scorr. (London: William & Norgate. 1926. Pp. 
xiii + 282. 10s. 6d. net.) 


TuE methods of the author of The Dying Peasant pass from the 
social vignette and the personal sketch to attempts to summarise 
the condition of agriculture, especially in regard to conditions of 
labour, by quotations of related experiences, judgments and 
points of view and the use of readily available statistics. Neither 
quotations nor statistics are used in their raw form. The author 
has taken care that all shall be assimilated and brought into 
accord with the general body of facts and ideas. While the work 
is pervaded by sentiment, no objection can be taken to the 
character of the feelings shown. They are not superficial or 
momentary, but are of a deep and permanent character and such 
as are shared by many people whose feelings regarding certain 
aspects of country life are not dulled by use and wont or over- 
shadowed by interests. 

There are nine appendices, occupying fifteen pages, in which an 
attempt has been made to reduce statistical information on the 
decline and present number of farm workers in Great Britain, and 
wages, to simple form. Apart from these, economic interest 
centres in the discussion of the standard of living of farm workers, 
and the discussion, “‘ What does the labourer really earn?” 
Here are catholic collections of simple facts, ideas, and points of 
view, fused with a strong humanitarian interest. These sections 
would provide good general guidance for any student of living 
conditions in rural areas, and they would at least warn him of the 
possible errors of any form of measurement by isolated statistics. 
The discussion of rural trade unionism is also useful. Attention 
is given to housing both in its industrial and its social relations ; 
while the economic, the psychological, and the general social causes 
of migration are indicated. The efficiency of farm workers is 
dealt with, especially in relation to the basis of physical capacity. 
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The method is pictorial rather than logical, and the apparent 
intention of the author was to provide a complete picture of the 
life of the farm worker and his family. Such a picture naturally 
includes the whole social landscape, and that is appropriate. No 
mere economic analysis of agricultural or rural conditions can 
show all the facts of country life or the principles underlying its 
organisation. While we wait for thoroughly objective books 
covering the same ground, there is a place for such books as this. 

A. W. AsHBY 


The Rural Industries of England and Wales. By Heten E. 
FirzranpoLteH and M.D.Hay. Fourvolumes. Agricultural 
Economics Research Institute, University of Oxford. 
(Oxford: Clarendon Press. 5s. net each.) 


THE complexity of modern economic activities and organisa- 
tion could scarcely be more strikingly set forth than by this 
study of rural industries in England and Wales. On a first impact 
the idea of rural industries seems to convey impressions of some- 
thing like ideal simplicity. The worker is on the land, or at least 
in a village, working on raw materials at their point of production, 
perhaps himself also an agriculturist producing his own raw 
materials, selling articles of utility to near-by consumers, so 
economic organisation will be simple and conditions of work and 
life will satisfy all human needs. This is the expected appearance 
of things, but the facts are far otherwise. The basket-maker may 
grow his osiers, but some foreign lumber gang is cutting out 
timber from which the saw-mills will make competing boxes; or 
they will send their lumber on to the pulp-mills, and the carton 
emerges as the non-returnable empty competing with the basket. 
The Sussex woodman holding to his traditional craft may cut his 
rods in local woods for making barrel hoops, but a slump appears 
in the earthenware or hardware trades and his market disappears. 
Then a change in packing requirements for pottery may similarly 
affect the demand for the associated product of crate rods. The 
manufacture of industrial products may even move across the 
Channel or the ocean, and the woodman suffers with the manu- 
facturer. Belgians find refuge in England during the war, and 
they carry back with them knowledge of methods and designs in 
the English basket trade and thus become dangerous competitors 
of the native workman. Household crocks, made of clay, may be 
made by small local firms for adjacent markets, but they fail 
financially through “cutting one another’s throats in com- 
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petition.” Some industries carried on in agricultural villages 
never had a rural origin; they were merely developments of large- 
scale industrial organisation in the utilisation of available labour. 

The scope of these studies covers the manufacture of such 
varied articles as spilk baskets and trugs, barrel hoops and crate 
rods, fencing and hurdles, besoms and hay-rakes, with charcoal 
amongst the underwood industries; and turnery with furniture 
making, clogging and cooperage, amongst the industries using 
larger timber; and tannery using by-product. The wheel- 
wright’s shop and the smithy are treated with this group. Osier- 
growing, basketry, mat-making and other rush and sedge 
industries, and some straw products make an interesting group of 
lowland industries. Then the ancient art of preparing peat for 
fuel, some modern developments of other uses for peat, are treated 
side by side with outwork for factories. Decorative crafts include 
the making of lace of many kinds, glove-making, toy-making, 
weaving, and lapidary work, together with some of the ancient art 
of pottery and the still more ancient art of flint-knapping. In 
Wales the subjects include the making of the British coracle and 
the latest craze for handicraft products. The Welsh textile 
industry alone includes conditions existing previous to the 
Industrial Revolution and those of the latest and most adaptive of 
modern mills. 

The general method of the studies is to indicate the geo- 
graphical location of the industries and their connections with the 
production of raw materials, with labour supply, or with markets 
for products; then to describe processes and tools; following with 
a description of products and their uses and markets; and with a 
discussion of the conditions of the markets, and of prices, in 
relation to trade organisation, competing supplies, and other 
details. The supply and quality of workers, apprenticeship, 
wages and conditions of labour, and labour organisation, the 
general form of organisation of manufacture, and trading organisa- 
tion if any, are also described and discussed in connection with all 
the larger trades. 

The volumes give a detailed compendium of information on 
rural industries in all their variety of situation, product and 
organisation. They may be regarded as supplying the foundation 
of economic information which was, and perhaps is, urgently 
required. Without the technical and economic information here 
given, any discussion of the possibilities of development is bound 
to be, as it had hitherto been, of a futile character. More economic 
information might have been compiled and generalised if the 
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technical information which has now been collected had been 
available when this survey was started. In the prevailing 
circumstances, of lack of both technical and economic information, 
and of idealistic and sometimes mere sentimental propaganda, 
it appeared necessary to make the chief object that of describing, as 
fully as might be possible, the existing trades and their con- 
ditions. All the investigators should be congratulated on the way 
in which they obtained information on both technical and economic 
matters. It is not an easy task to learn the details of twenty or 
thirty industries from their raw materials, and even something of 
their agricultural basis to the conditions of competition in selling 
markets. Without exception as to persons, and almost without 
exception as to industries, these investigators succeeded. Could 
they have continued on the purely economic survey of these 
industries for another three years, England and Wales would 
possess a volume of economic information on its small industries 
such as no other nation can command. Even now these reports 
give an objectively detailed and accurate view of these small 
industries from 1921 to 1923 which is better than any obtainable 
for any other group of industries in Great Britain. If they were 
analysed for the extraction of the more purely economic informa- 
tion which they contain, and this could be generalised in a 
reasonably accurate way, a real service would be rendered to 
descriptive economics. As they stand, they provide a mine of 
information for important purposes of description and comparison. 
The sections on “‘ general conditions and prospects ”’ of each group 
of industries should be read by every person who wishes, for 
himself or for others, a return to what is supposed to be the 
simple economic life. 

The existing rural industries require a greater supply of young 
workers, the workshops require better equipment, those in 
control must avail themselves of modern methods of organisation 
for buying raw materials and selling products, they need to study 
markets and their changes, above all the future is dependent upon 
enterprise and initiative of owners and workmen. “In the 
tangled thicket of problems every path leads ultimately to one 
point—that of education.” Some of the existing industries will 
survive only as long as their present followers live, but others 
may develop. 

As regards active social policy and endeavour, the present 
position is a little removed from that described in these volumes. 
The Rural Industries Bureau and the Rural Community Councils 
have stimulated into activity a number of craftsmen in a few 





















1928] BRENTANO: ENTWICKLUNG ENGLANDS 639 


trades, and they have gathered some experience in methods of 
re-invigoration and revival. Yet even now it may be said, in 
general, that craftsmen’s interest and faith are at alowebb. The 
fundamental conditions of rural industries remain much as they 
were five years ago, and it is still worth while to understand and 
appreciate the nature of those conditions as it is analysed in these 
volumes. ' 

A word of commendation should be given to the illustration 
and general make-up of these books. The clearness and regularity 
of type alone make them attractive. A. W. AsHBY 





Eine Geschichte der wirtschafilichen Entwicklung Englands. By 
Luso Brentano. (Jena: Gustav Fischer. 1928. Vol. I, 


pp. viii + 396; Vol. II, pp. 453.) 


CERTAIN aspects of economic development in medizval 
England have long interested Prof. Brentano; on the problem 
of gilds, for example, he is still considered a writer whose views 
matter. Latterly, however, he has occupied himself with the 
whole gamut of the economic history of the country, principally in 
the form of lectures; and he has collected the substance of these 
lectures in two volumes, the one covering the Middle Ages, and 
the other, the sixteenth, seventeenth and eighteenth centuries. 
Brentano informs his readers that some of the lectures date as far 
back as 1872; it will require no little ingenuity to discover which 
these are, since the book as a whole is marked by a freshness of 
treatment which we have come to expect from so competent a past- 
master in economic history as Brentano. 

There is no need to say that the author is acquainted with the 
results of the most reliable researches in English economic history, 
and while the two volumes are based on the work of others, the 
narration is Brentano’s own. The story is clearly told. Brentano 
follows the usual lines, beginning with hoary antiquity—Celtic 
Britain, Roman Britain and the Anglo-Saxons (to each of these 
three he devotes a good deal of space), passing in review the feudal 
system, the growth of towns, the rise and decay of gilds, the 
development of the woollen industry, medieval and mercantilist 
economic theory, the formation of the trading companies, and ending 
with the Industrial Revolution and its results. There is ample 
documentation throughout the book ; indeed Brentano’s acquaint- 
ance with the work of English authorities inspires the reader 
with confidence. Though he himself holds the view that the 
manorial system was already established in England when William 
No. 152.—voL. XXXVII. UU 
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the Conqueror arrived, he yet makes clear the difference of opinion 
on the subject among historians of note. On even such details as 
the character of Edward III Brentano is well informed. He 
quotes on the one hand Stubbs, Tout and Unwin, who, as students 
will know, regard Edward III as no hero; and on the other, the 
two opinions of Cunningham, one in his great work, in praise of 
Edward III, and the other, in a letter to Unwin, admitting that his 
first view was erroneous. Brentano breaks a lance with Sombart 
in an excellent chapter on the Jews in medieval England; and 
with the late Charles Gross, against whose criticism he defends 
himself, declaring that he stands by his conception of the English 
gilds which was first set forth in the Prefactory Essay to Toulmin 
Smith’s Collection of Gild Ordinances. Controversy of this 
character is wholly welcome; indeed students will find it both 
stimulating and informative. The same cannot be said, however, 
of Brentano’s anti-British polemics in regard to certain incidents 
of the Great War. Without passing any judgment on their 
appropriateness, it does seem that they are out of place in a work 
of scholarship. On reflection Brentano will surely admit that in 
the two passages in question (fortunately there are only two, on 
pp. 281 and 327 respectively) he has allowed the propagandist to 
run away with the historian. But these are minor blemishes which 
might well be removed in a second edition. An index would also 
add to the usefulness of the work, which German students will find 
to be an excellent primary text-book, and English students a 
supplementary treatise giving in a handy and compact form a 
reliable bird’s-eye view of the whole field. M. EpstEiIn 


The English Craft Gilds: Studies in their Progress and Decline. 
By Stetta Kramer, Ph.D. (Humphrey Milford: Oxford 
University Press. 1927. Pp. xi-+ 228. 23s.) 


Tuts scholarly contribution is very welcome, for there is still 
ample room for careful work on medieval economic history. 
Dr. Stella Kramer gives us three studies which have grown out of 
her earlier researches into the relations between the Government 
and the gilds in England. Such important and interrelated 
aspects of gild history as the causes and significance of the 
amalgamations among the mercantile crafts and the handicrafts, 
the conflicts between them, and the course and chief causes of 
their final decline are dealt with in considerable detail; the 
main thesis being that hitherto historians have not realised the 
importance and extent of the amalgamation movement among 
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English gilds. Dr. Kramer takes the view that in many places 
the gild merchant had practically ceased to function by the latter 
part of the fourteenth century, and that the merchants who were 
prominent members of such bodies, seeking to carry on some of 
their traditions, took the lead in the amalgamation movement. 
Various forms of organisation were adopted. In London and 
certain large boroughs it was possible to maintain several distinct 
gilds of merchants, differentiated according to the type of com- 
modities sold; but “the great majority of English towns en- 
couraged but one organisation for their pure traders.” Thus, 
early in the fifteenth century, consolidated mercers’ and merchant 
companies, often comprising grocers, apothecaries, drapers, 
haberdashers, ironmongers and goldsmiths, were becoming 
common. Smaller absorptions or amalgamations also took 
place, as when the haberdashers absorbed the hatters and cappers 
and later joined with the feltmakers; but this did not necessarily 
mean complete loss of gild identity. Very often each craft 
reserved the right to appoint from its own ranks a warden to 
watch its special interests. 

With considerable emphasis Dr. Kramer asserts that ‘‘ by the 
middle of the sixteenth century, if not indeed much earlier, 
amalgamated trading gilds were the rule in the English commercial 
communities, and there continued in active force ” (pp. 38, 97). 
Neither Dr. Gross nor Professor Unwin took this view. The 
former thought that they were not very numerous; the latter, that 
they were not a general feature of English industrial organisation. 
Dr. Kramer suggests that Dr. Gross’s under-statement is due to the 
distinction he drew between mercers’ companies and companies 
of merchants; and that Unwin’s distinction between companies 
of merchants and drapers’ companies seems to have led to the 
same result. One imagines that the source of such differences of 
opinion may be discovered in the selection of certain small groups 
of gilds as typical. For instance, Dr. Gross discusses as typical 
merchant companies those of Carlisle and Alnwick, while Dr. 
Kramer, following up her criticism of Unwin, writes: “If con- 
ditions in Beverley and Shrewsbury can be considered typical of 
those which prevailed in the other English boroughs, the relations 
existing between the drapers and the other dealers seem to have 
been far more harmonious where drapers maintained their 
membership in the general mercantile society.” But, when all is 
said, is it possible to place a finger upon typical gilds ? 

The handicrafts soon followed the merchants’ example. In 
the leather industry Dr. Kramer distinguishes four leading kinds 
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of craft amalgamations, namely, ‘‘ those of the tanners or curriers 
and cordwainers; of skinners and glovers; of leather-sellers, 
which included makers of different leather goods; and the large 
companies established in the smaller communities by gathering 
together all the leather crafts.’’ Curious mixtures sometimes 
resulted. At Ipswich the metal crafts were indiscriminately 
jumbled with many others under the patronage of the tailors ; 
the Dorchester (Dorset) fishmongers’ company also comprised not 
only the victuallers but groups of building crafts; at Lancaster 
the weavers, fullers and dyers were combined with gardeners and 
salt-sellers, and the barber-surgeons were united with the plumbers, 
glaziers, saddlers, whitesmiths and cutlers. Finally, in at least 
two towns—Faversham and Wallingford—merchants and handi- 
craftsmen were all gathered into one gild. It must have been very 
difficult to exercise effective control over such groups, and some 
explanation of their heterogeneous nature must be sought. It is 
at least feasible that the smaller gilds could not be choosers, and 
since it was dangerous to try to stand alone, they had to amalga- 
mate with whom they could. 

The movement was, of course, neither uniform nor entirely 
harmonious. The cloth-making gilds, for instance, seem to have 
been especially slow to amalgamate; while occasionally a reverse 
movement is discovered, in which gilds previously amalgamated 
are parting company. Moreover, while men in an expanding trade 
or handicraft were forming new gilds, others (like the armourers, 
bowyers and fletchers), who saw signs of a definite decline, would 
be eager to join hands with other gilds. Although they would 
show a united front to non-members, such as itinerant artisans and 
alien merchants, the gildsmen quarrelled constantly among them- 
selves, and the majority were not above committing, for their own 
profit, the very trespasses which were the grounds of their com- 
plaints against others. Moreover, the whole position was greatly 
complicated by privileges, concessions and special exemptions 
granted, usually for a consideration, by authorities from the king 
downwards, often in clear conflict with general policy and statute 
law. 

In her third study Dr. Kramer shows how desperately, but 
unsuccessfully, the gilds struggled to maintain their monopolistic 
hold upon local trade and industry. Certain local authorities 
aided them: some indeed went so far as to ignore the statutes 
authorising discharged soldiers and sailors “‘ to set up and exercise, 
without let or molestation from any person whatsoever, such 
trades as they are apt and able for, even though they had not for 
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the space of seven years served an apprenticeship to the trade.” 
But others encouraged outsiders at least so long as the interests of 
the whole community seemed to require it; or, uncertain of their 
powers, they took no action either way. At last the gilds them- 
selves grew doubtful of the legality of their attempts to exclude or 
coerce non-members, for in a court of law they were liable to be 
defeated by the doctrine of restraint of trade. Furthermore, not 
only outsiders but gildsmen began to flout gild authority, especially 
in the eighteenth century. Gradually, by reason of abuses, lack 
of zeal, loss of confidence and efficient sanctions, the gilds’ powers 
of search weakened and fell into desuetude; while widespread 
failure or wilful neglect to enforce apprenticeship regulations 
brought masters and journeymen into bitter conflict. Anyone 
who regrets the passing of the gilds will find the chapter on ‘“‘ Some 
Last Acts of the Gilds ” melancholy reading. 

Two conclusions previously reached by Dr. Kramer and other 
authorities are reinforced ; namely, that conflict was an important 
force not only in the institution and progress of the English gilds, 
but also in their amalgamation and subsequent decline; and that 
governmental hostility and repression had relatively little to do 
with their final fate. Dr. Kramer’s researches also re-emphasise 
the importance generally assigned to the competition of non- 
gildsmen working outside “ the liberties ’’ as a cause of the gilds’ 
decay. 

There is a good bibliography (pp. 211-22) of manuscript 
sources and books and articles consulted over a long period. 

ALFRED PLUMMER 
Ruskin College, Oxford. 


Mercantilism and the East India Trade. By P. J. Tuomas, 
M.A., B.Litt. (London, P. S. King & Son. 1926. Pp. 
xvii + 176.) 

As a definite and original contribution to British economic 
history by an Indian student, this book must be nearly, if not 
quite, unique. The broad fact that the development of economic 
thought in England was largely influenced by the controversies 
over the East India Company and its trade during the seventeenth 
and eighteenth centuries is sufficiently familiar; but much new 
light has been thrown on this matter by Mr. Thomas’ explorations 
of the controversial literature published from 1623 to 1727. 

In these conflicts the East India Company was attacked on 
two sides,—on one side by excluded merchants who denounced its 
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monopoly, and who finally, after a struggle lasting right through 
the eighteenth century, succeeded in destroying it; on the other 
side by those who attacked not so much the Company as the trade 
which it carried on. In this attack, again, two distinct issues were 
raised. Even in the very early years of the Company’s existence 
it was discovered that the Indian trade could not be carried on 
without an export of bullion regarded as calamitous to the nation 
by almost all contemporary opinion; but the bullionist contro- 
versy which was thus provoked was mild and academic in com- 
parison with that which began towards the end of the seventeenth 
century, provoked by the great increase in the importation of 
Indian cotton goods which took place when the Company 
established itself in Bengal. This is the controversy to which 
Mr. Thomas has chiefly directed his attention. He shows how 
varied were the forces arrayed against the activities of the Com- 
pany. On national grounds it was attacked by Daniel Defoe and 
a host of pamphleteers; by degrees the great woollen and worsted 
industry was thoroughly alarmed; but the shock troops of the 
opposition were the silk weavers of Spitalfields. Among the 
special points of interest brought out by Mr. Thomas we may note 
the effectiveness of mob action in London in influencing legislation 
in the early part of the eighteenth century; and the effect of 
partial restrictions on importation of Indian cotton goods on the 
growth of the calico-printing industry. The wider question of the 
influence of Indian imports in creating a demand for cotton manu- 
factures, and of the prohibition of that import in turning that 
demand to the profit of Lancashire, seems to be a promising field for 
further research. GILBERT SLATER 


A History of Railways in Ireland. By J.C. Conroy. (London : 
Longmans, Green & Co. Pp. viii + 386. 15s.) 


THE series of monographs which are being prepared by the 
students of University College, Dublin, on different aspects of 
recent Irish economic history are to appear opportunely when so 
many difficulties present themselves to the new country. The 
first volume, by Mr. Conroy, deals with the history of both trunk 
and light railways just as the transport problem is entering a new 
phase in which past experience has seemingly little to teach us. 
It would be vain to say, however, that it has no lesson at all, as the 
problem of competition with and among railways is as old as 
the railways themselves in some of its fundamentals. Yet it is 
perhaps a pity that this, like many other general railway histories 
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written ostensibly for the student, should have emphasised 
their relation to the State to the virtual exclusion of all else. 
We are left with the suspicion that only the surface has been 
touched, and that the real economic history of the railways lies 
behind all the Acts and Parliamentary Reports. It is true that, 
particularly in the case of Ireland, the attitude of the State has 
seemed to overshadow other matters, but surely hardly so far as 
to compel a neglect of the main business of transportation. The 
rigid use of official sources naturally tends to cause this insistent 
emphasis, since contact with the State is the chief reason for their 
existence. Moreover, it has the unavoidable effect here of 
bringing in much that is English rather than Irish in essence. 
Within these limits the author has written a faithful descriptive 
account of the outstanding events in the political history of the 
railways during the last hundred years, and has brought them 
together in convenient form without putting forward any new 
point of view. Much of the first part is dull toa degree. Con- 
secutive summaries of Reports, Acts and procedure, bereft of a 
strong thesis to bind them together or criticism to stimulate, form 
singularly barren reading. 

Rather more interesting is the third part, describing the 
changes brought about since the “ Partition,” and certainly more 
venturesome is the concluding chapter in which the author at last 
cuts away from his official sources and speculates on the future. 
Much that he says here, especially with regard to the peculiarities 
of the Irish rail and road problems, is true and suggestive without 
being exhaustive of the subject. His calculations as to the 
wisdom or otherwise of electrifying the main lines, whilst obviously 
leading to the correct conclusions, are rather too much hedged 
about by questionable saving assumptions to be anything more 
than a broad ingenious use of statistical method. International 
comparisons would show up weakly if used on those parts of the 
system which are ripest for electrification. Nevertheless, there is 
some material for discussion in this last chapter, the book ending 
on a note far more stimulating than that in which it began. 

C. D. CAMPBELL 


Vom Wirtschaftsgeist in Amerika. By Pror. A. Rint. (Quelle 
und Meyer: Leipzig. 1927. Pp. 122.) 


A view of American economic life written by a German is 
particularly interesting by comparison with the numerous views 
of that country put forward every year by Englishmen. So 
many things seem to surprise Prof. Riihl which an Englishman 
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is perfectly accustomed to in his own country. The word 
*‘ intellectual,” complains Prof. Riihl, has become a term of 
contempt, and the American Universities are mere “ athletic 
associations in which certain opportunities for study are offered 
to those physically weak.” Prof. Riihl remarks also upon the 
standardisation and uniformity of American houses, clothes and 
food. There are “ forty religions but only one sauce,” he quotes 
from Brillat-Savarin. But to an Englishman familiar with the 
life of the majority of his countrymen, American life should 
appear less standardised. 

The “ homes”’ of the American skilled workers in the residen- 
tial sections of the smaller cities are frequently occupier-owned or 
occupier-built, and far from uniform. The fashion changes every 
decade, from Gothic to colonial, from colonial to bungalow, and, 
as a rule, America avoids the horror of ribbons of semi-detached 
villas or of mass formations of all too solidly built slums. The 
American working woman or middle-class Hausfrau is a more 
enterprising and resourceful cook than her English counterpart, 
and Americans are spared the eternal routine of joints, boiled 
potatoes, greens, milk puddings, and such standard English ad- 
juncts as “ sudden death ”’ pastries, and insipid synthetic mineral 
waters. In her clothes (though possibly not in his) the American 
shows more variety, and changes in fashion percolate down the 
income scale with greater rapidity. In his insistence on the 
uniformity of the material life of the American, Prof. Riihl shows 
only second-hand information. 

But he realises clearly the fundamental paradox of the 
American’s economic situation: many opportunities of rising up 
the ladder, but—a very steep ladder. The myth of the universal 
prosperity of America appears to be as widespread in Germany as 
it is in England, and Prof. Riihl’s cleverly and popularly written 
little book should help to elucidate the truth. He quotes the 
statement of the Federal Commission on Industrial Relations, 
that only about a quarter of all American fathers of families 
were in a position to maintain a minimum standard of existence 
for their families without the help of other members, and that in 
New York one burial out of twelve was a pauper burial at public 
cost. 

This Commission reported in 1915, but more recent inves- 
tigations into the relation of cost of living and wages which 
Prof. Riihl might have quoted do not show any significant 
diminution in poverty. And without national health or unem- 
ployment insurance or old age pensions or even out-relief, as 
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Prof. Riihl points out, the position of the poor is nowhere so 
humiliating as in America. 

This humiliation is intensified by America’s psychological 
attitude, and here we enter upon Prof. Riihl’s main theme. He 
discusses in successive chapters the social valuation of business, 
the American attitude to money, American business morals, and 
the new spirit in industry. Prof. Rihl writes in a lively fashion 
and draws freely upon the resources of American slang, the 
higher criticism of Mr. Menken, the “radical press,” and the 
novels of Mr. Sinclair Lewis. 

Prof. Riihl’s analysis of the facts disclosed through these 
media is, on the whole, sound. He realises the implications of a 
capitalist system untrammelled by aristocratic, ecclesiastic or 
feudal traditions, and the consequences of honouring business 
above all other professions for the man of superior ability. The 
American business man is far more vocal than his European 
counterpart. Europe is full of Babbitts or potential Babbitts, 
but they are inglorious and mute. In America, on the contrary, 
they set the tone, and America follows their gross conception 
of progress, their quantitative standards (Zahlenfetishmus), and 
their strenuousness and contempt for idleness and leisure. 

But the primacy of business as a career has its compensations. 
The American business man is a finer selection. He is not so 
petty and niggling as his European counterpart. He is more 
generous in endowing learning or in accepting a daughter-in-law 
without ‘‘ dot,” and he is often convinced that his business is for 
the service of mankind, or at least for the advantage of his 
customers and employees. 

Yet ‘no great fundamental discovery has originated in 
America, unless perhaps the short story,” and Prof. Riihl is 
moved to inquire into the prospects of a more creative future. 
He sees a distinct change (and well he may !) from the Puritan 
Sunday of New England, which even Scotchmen found dull, and 
his last chapter is devoted to modern American “ Kulturkritik,” 
the awakening of a critical attitude in America to her own 
civilisation. 
P. SaRGANT FLORENCE 


Modern Japan and its Problems. By G. C. Auten, M.Com., 
Ph.D. (George Allen & Unwin, Ltd. 10s.) 
A PERiop of three years’ residence in the Far East has con- 
vinced me that the foreigner there is seldom unprejudiced ; 







648 THE ECONOMIC JOURNAL [DEC. 


many business men dislike any roguery in which they are un- 
trained, and also tend to make ill-considered political judgments ; 
missionaries and teachers tend to idealise, and many foreigners 
do not trouble to think very deeply. It is satisfying, therefore, 
to be introduced to this book by Mr. Allen, who steadily avoids 
what he describes as ‘‘ The Fiction of the Yellow Peril ” and “‘ The 
Cherry Blossom Delusion,” and gives a carefully reasoned and 
eminently readable account of many aspects of his subject. 

Emphasis is justly laid on the national love of compromise, 
and on the family system and its logical parallel, the paternal 
state. The love of compromise has often led to misunderstandings 
between Japanese and foreigners, and the author is of the opinion 
that it is largely responsible for the common idea that Japanese 
are untrustworthy; he attributes this to lack of understanding. 
The Anglo-Saxons are perhaps the most uncompromising of 
people in commercial matters, but a Japanese in China, suing an 
American Company enjoying extra-territorial rights and registered 
in, say, Florida, or becoming, in England, involved in leaseholds, 
might readily suspect the law of those countries of encouraging 
chicanery. 

The family system carries with it a fairly complete substitute 
for poor relief, and health and unemployment insurance. This is 
aided by the fact that employees are not, in most industries, liable 
to sudden dismissal without compensation merely on the grounds 
of lack of work ; further, labour is more mobile and is not hampered 
in its mobility by Trade Union restrictions. All this tends to 
level out the peaks of trade crises. 

Modern Japan can be said to have had its beginnings in 1854, 
when foreign concessions were first granted, but more definitely 
in 1868, when a complete revolution was started of everything 
that required changing to put Japan on a level with Western 
nations. Mr. Allen makes a great point of the advantageous 
position of Japan in conducting this revolution. At a time when 
endless spade-work had been done by the individualistic West, and 
laissez-faire was beginning to be discredited, the Japanese, who by 
tradition and social organisation were trained in co-operation and 
expected State initiative and control, started to build up 
industries financed, and fathered in every way, by the Government 
that had deliberately planned the change. The capacity of the 
Japanese for co-operation is well illustrated by their formation of 
a Cotton Importers’ Association, which obtained valuable con- 
cessions from all shipping lines for the raw cotton imported from 
India. So successful was this Association, that a similar one was 
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formed in China, as a result of Japanese initiative, embracing all 
nationalities concerned. 

Although the whole of the book is interesting and well 
balanced, in its attention to past history, the present, com- 
parisons with other countries, and occasional anticipations, 
the most valuable chapters to readers of this JourNAL will 
probably be those entitled ‘‘ Banking and Finance ” and “ The 
Population Problem.” As far as the reviewer is aware, these 
chapters are the only studies available of their respective subjects, 
particularly if the former is read in conjunction with the same 
author’s article published in the Economic JouRNAL in March 1925. 

This history of the banks, the object with which each was 
created and on what Western example it was modelled, and the 
success or failure of each experiment are well recounted. Some 
of the banks have been largely tools in political action, and, 
succeeding in this function, have failed in other directions. The 
Bank of Japan has failed entirely to control credit policy, and its 
position is summed up as follows : 


“Thus the Bank of Japan appears mainly as an 
institution for currency control, for the conduct of official 
financial business and for help in emergencies. It has never 
aimed at providing the money market with funds in normal 
times. Until, however, it is able to get into closer touch with 
the other banks, its rate will remain merely nominal, and can 
never hope to become a controlling one.” 


In his study of the problem of Japan’s rapidly increasing 
population he shows how all the available suitable land in the 
country is now under rice cultivation, and how intensive work and 
external aid have by now brought the rice harvest to very nearly 
the maximum possible, while imported rice is unpalatable to the 
Japanese. A decrease in the high birth-rate is unlikely, because 
the social organisation, the position of women, ancestor worship 
and the policy of the Government are all combined in encouraging 
a high rate. Emigration is denied by Canada, America and 
Australia, while China, Korea and Formosa have endless 
indigenous cheap labour available. The solution of the problem 
is a change of diet, involving imports of food, which can be paid 
for only by exports of manufactured goods. The main exports at 
present are silk and cotton. Mr. Allen thinks the silk market of 
America is safe unless fashions change, as he does not anticipate 
loss of revenue through competition from Chinese or artificial silk.* 


1 See article by Mr. Johnes, Economic JouRNAL, March 1928. 
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The reviewer (with, perhaps, as little knowledge as the author of 
fashion changes in America) inclines to the opposite view of this. 
The cotton exports are absorbed mainly by China and India, and 
home manufacture in those countries may damage Japanese 
exports as much as these have damaged Lancashire exports. No 
mention is made of the encouragement given to this by the 
establishing with Japanese capital of large cotton mills in China. 

In his last chapter, “‘ Japan and the West,” Mr. Allen touches 
on many subjects, and makes a powerful plea for a better under- 
standing, which his sympathetic and lively book should certainly 
do something to encourage. 

C. A. ASHLEY 
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NOTES AND MEMORANDA 
BILATERAL MoNnopoiy 


In the Archiv fir Sozialwissenschaft und Sozialpolitik (Band 58, 
Heft 2) Professor Schumpeter reproduces the late Dr. A. K. 
Wicksell’s last published writing, which was a criticism of my 
Mathematical Groundwork of Economics, with an introduction 
appreciating Wicksell’s life-work and discussing the criticism. 
In particular he calls attention to Wicksell’s treatment of bilateral 
monopoly, which he considers of great importance; this treat- 
ment was a rather incomplete note on the short paragraph I 
devoted to the subject (Groundwork, p. 62), and it is the object 
of this paper to develop the idea that Wicksell introdueed. 

The problem may be stated as follows. Let p = f(x) be the 
consumer’s demand curve for a commodity, say steel. Let there 
be only one producer, who has a complete monopoly, and only 
one factor of supply, say iron ore, of which one mine-owner has 
complete monopoly.!_ Let one unit of ore be needed for one unit 
of steel. Write 7 = ¢(x) for the cost schedule of ore production, 
subject to constant or decreasing returns. The steel-maker then 
aims at maximising {f(x) — m}x, where zm is the price he pays 
for ore, and the mine-owner aims at maximising {7 — ¢(x)}<. 
My statement was that ‘“‘ there may be a value of a for which 
[the same value of x is obtained from both maximising equations], 
but without collusion it will not be obtained,” and that the 
solution is indeterminate. Wicksell remarks (loc. cit., p. 276) 
that he does not understand this, and gives the solution of Case 2 
that follows, introducing what I have called the ‘‘ manufacturer’s 
demand curve,” but only in the case where the cost, 4(x), is zero 
for all values of x, and labour is the sole factor. He concludes 
that the supplier of the factor reaches an actual (Wirkliches) 
maximum, and the employer a relative maximum, and calls 
attention to the great importance of the problem. 

It appears to me that Wicksell’s solution is one-sided, and that 
equally the employer may reach a real maximum and the supplier 
a relative maximum, with consequences that are developed in the 
sequel. 


1 The analysis includes the case where the steel-maker has also fixed charges 
and uses other unmonopolised materials. 
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The analysis is essentially algebraic, but it can be represented 
graphically, and it will be convenient to readers to place the 
geometry first. For simplicity the supply and demand curves 
are drawn as straight lines, and in some cases a corresponding 
simplification is made in the algebra, but the assumption of 
rectilinearity is not necessary. 
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QUANTITY PER UNIT TIME 
Fia. 1. 


On a horizontal axis, OX, take any scale for quantity of 
output per week or per other time unit. Choose the measures 
of the material and product so that one unit of material is used 
in one unit of product. Represent prices per unit vertically 
(Fig. 1). 

The straight line AC, represents the demand of the customer 
for the product, so that ON, units will be bought at a price N,P,. 
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The straight line BC, represents the cost of the material, so 
that if ON, units are produced their average cost will be N,Q,. 

Draw a horizontal line through C, to meet the vertical axis 
at My, and bisect CyM, at Ro. 

Join AR, and produce to meet BC, at C,, and join BR, and 
produce to meet AC, at Cj. 

Through Ry draw a vertical to meet OX, BC, and AC, at 
No, Qo, Pp. Draw horizontal lines through Q, and P, to meet the 
vertical axis at L, and Ky. 

Bisect C,A at P,, draw a vertical through P, to meet BC,, 
BC, and OX at R,, Q,,N,; draw horizontal lines through P,, R,, 
Q,, to meet the vertical axis at K,, M,, Lj. 

Finally, bisect C,B at Q,, draw a vertical through Q, to meet 
OX, AC, and AC, at N,, R,, P,, and draw horizontal lines through 
Q,, Re, P, to meet the vertical axis at L,, M,, K,. 
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Case I. Suppose that the manufacturer can dictate the price 
of the material, while the producer of the material decides the 
output. 

Let him assign any price OM’ (Fig. 2). Through M’ draw a 
horizontal line to meet BC, at R’. Take any point N’ on OX, 
and draw a vertical to meet BR’, M’R’, at Q’, S’.. With output 
ON’ the supplier of the material makes a profit represented by 
Q’S’M’T’. Given OM’, this rectangle is greatest when S’ is the 
middle point of M’R’, and therefore S’ lies on BRp. 

As OM’ varies, different points on BR, mark the quantity 
and price of the material produced, and BR, may be called the 
offer line (or schedule) of material. 

The manufacturer is then in the position of a monopolist 
whose cost price is given (Fig. 1) by BC, and selling price by 
AC, and he is free to choose any point on BC,. His greatest 
gain is when he chooses R,, the middle point of BC,, and his 
gain then is represented by the rectangle R,P,K,M,. At the 














654 THE ECONOMIC JOURNAL [DEc. 


same price the gain of the supplier of the material is represented 
by R,Q,L,M,. The ratio of these rectangles is 
R,P,:R,Q, = BA: BM,. 

Case II. Suppose that the supplier of the material can dictate 
its price, while the manufacturer decides the output. 

Let him assign any price OM” (Fig. 3). Through M” draw a 
horizontal line to meet AC, at R’’. Take any point N’” on OX 
and draw a vertical to meet AR”’, M’’R” at P’, SS”. The manu- 
facturer then makes a profit represented by S’’P’’T’’M”, which 
is a maximum when N” is so chosen that 8” is the middle point 
of M’’R” and therefore on the line AR,. Hence, whatever price 
is set, points on the line AR, connect price and output. AR, 
may then be called the manufacturer’s demand line for material. 

The supplier of the material is then in the position of a 
monopolist whose cost price is given by BC, (Fig. 1) and selling 
price by AC,, and he is free to choose any point on BC,. His 
greatest gain is when he chooses R,, the middle point of AC,, and 
his gain then is represented by R,Q,L,M,. At the same price 
the manufacturer’s gain is represented by R,P,K,M,. The ratio 
of these rectangles is Q,R, : R.P, = AB: AM. 


Case III. If the manufacturer and supplier of material 
combine, their joint gain is determined by a rectangle set in the 
triangle AC,B. It is greatest at the output ON, since P, and Q, 
bisect AC, and BC). The joint gain is Py»QgLaKo. 

With the output ON, both the manufacturer’s demand curve 
and the material offer curve are satisfied by the material’s price 
N,Ro, and their gains are in the ratio AM, : BM). 

If BC, is horizontal (constant cost) the supplier of the material 
makes no gain, and will not agree to the arrangement if he has 
any bargaining power. 


Algebraic Analysis 

Write f(x) = a — mz, and ¢(x) = b + m,x, when approximate 
values are used. 

Case 1. Suppose that the manufacturer can dictate the price 
of the material, 7. 

The supplier of the material offers x units, where x maximises 
(7 — $(x))x, m being given. 

x must satisfy the equation 7 = 4(x) + xd’(x) = b + 2max. 

This curve in 7, x, represented by BC,, may be called the offer 
schedule. 

The supplier’s gain is then 2? . 4’(x) = V,, say. 
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The manufacturer is then limited by the offer schedule and 
the customer’s demand, and dictates that value of 7 which will 
maximise (p — m)a = {f(x) — $(x) — x¢'(x)}a. 

x must then satisfy 

f(x) — ¢(x) — 3ug'(x) + af'(x) — 2°9’"(x) = 0, 
and when this is solved z is determined from the offer schedule. 
The manufacturer’s gain is then 


2%(24' (a) — f(a) + af" (@)} = Us say. 
Then y= (26) — fe) + 28"@)} = $'@ 


= a: ny approximately. 
Me 
In the figure, ON, = x = (a — Db) = 2(m, + 2m,), 
N,R, = 7 = {mga + (m, + mq)b} = (m, + 2mz,), 
U, = M,R,P,K,, Vi = M,R,Q,L,, 
U, = (a — b)? ~ 4(m, + 2m,), V, = (@ — b)*m, > 4(m, + 2mz,)?. 


Case 2. Suppose that the supplier of the material can dictate 
its price, 7, to the manufacturer. 

The manufacturer maximises (p — 7)x = {f(x) — m}a, for a 
given 7, so that x satisfies 7 = f(x) + af'(x) = a — 2m,x. 

This curve in 7, x, represented by AC,, may be called the 
manufacturer’s demand schedule. 

The manufacturer’s gain is then — 2? . f’(z) = Ug, say. 

The supplier is then limited by the manufacturer's demand 
schedule and his own cost schedule, and dictates that value of 7 
which will maximise (7 — 4(x))a = {f(x) + af'(x) — $(x)}a. 

x must then satisfy 

f(x) — P(x) + 3af'(x) — ap'(x) + x*f"(x) = 0, 
and when this is solved z is determined from the manufacturer’s 
demand schedule. 

The supplier’s gain is then 


a%{ — 2f'(x) + $’(x) — af''(x)} = Vo, say. 
Then te = {— 2f'(x) + ¢’(x) — af’ (x)} + — f(z) 


= yt approximately. 
my, 
In the figure, ON, = x = (a — b) + 2(2m, + m,), 
N,R. = 7 = {(m, + mq)a + m,b} + (2m, + m,), 
U, = M,R,P,K,, V2 = M,R,Q-L,, 
U, = (a — b)®m, + 4(2m, + me)’, Vz = (a — 6)? + 4(2m, + my). 
No. 152.—voL. XXXVIII. xx 
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Case 3. Suppose that the manufacturer and supplier of 
material combine to maximise their joint gain. 

x must be chosen so as to maximise {f(x) — ¢(x)}w, so that x 
satisfies x{¢'(x) — f'(x)} = fla) — (a). 

The aggregate gain is then x*{¢’(x) — f’(x)}. 

Let 2 = 2, be the solution, so that 

S(%o) + %of’ (Xo) = P(X) + %oh’(2%o)- 

Thus it appears that x, is the quantity (ON,) determined by 
the intersection of the manufacturer’s demand curve and the 
supplier’s offer curve, so that if the value of 7 (N,R,) determined 
by this intersection were fixed by an outside arbitrator, manu- 
facturer and supplier would both maximise their gains (at this 
value of z) by the same quantity xz). This is not, however, a 
position of stable equilibrium. It would be to the interest of the 
manufacturer to push 7 down towards R,, and of the supplier 
to push it up to Ry. 

At the position Ry, the manufacturers gain is 
(p — 7)x%q = {f(%o) — f(Xo) — Xf" (%o)}%¥9 = — Xp”. f’ (ty) = Uy, say, 
and the supplier’s gain is 7? . ’(%)) = Vj. 

Hence ao ee =P approximately. 

(Xp) 
ON) = % = re — b) + 2(m, + os 
N Ry = 7 = (maa + m,b) + (m, + m,), 
“ = MyRoPoKy, Vo = MyR,Q Ly, 
Uy = (a — b)*m, = 4(m, + m,)*, Vo = (a — b)2m, + 4(m, + mz,)?. 





If we take y = f(x) and y = ¢(z) as straight lines, the following 
statements hold. 
U, + Vo is always greater than U, + V, or U, + Vo. 
If mz, is positive it is easily shown, if f’’(z) and ¢’'(x) are 
neglected, that 
U,>U,>0U,, and V,>V,>V;j, 
and that x, is greater than x, or 2p. 
If m, = m, = m, then x, = 2% = (a — b) + 6m, and 
U, = V, = (a — b)? = 12m, U, = V, = (a — b)? + 36m, 
U,+ V,=U,+ V, = (a — b)? = 9m, U, + V, = (a — b)? =- 8m, 
Uy = Vo = (a — Db)? = 16m. 
If m, = 0 (constant cost), N, and N, coincide, x) = (a — b) + 
2m,, and ON, = (a — b) ~ a, 
see Vo =V,=0, Uy = U, = (a — b)? + 4m; 
=(a- 5)? - + 16m,, V. = (a — b)? ~ 8m,. 
This is aes the case that Wicksell discussed. 
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If m, is negative, and the cost function linear, the value of x 
which satisfies 7 = ¢(x) + x¢’(x) leads to a minimum gain instead 
of a maximum, and the analysis of Cases 1 and 3 become com- 
plicated. Case 2, however, is unchanged substantially so long 


as 2m, > — Mz. 





The analysis can at once be extended to include the conditions 
that the manufacturer is subject to a fixed charge (e.g. rent or 
taxes) irrespective of output, which merely diminishes his gain 
without affecting the points Ny, N,, N,; and further that he has 
other costs (e.g. coal) proportional to his output, say kx, for to 
meet this condition we have simply to write k +m, for m, 
throughout. 

Besides this extensiom, however, we can readily solve Case 3 
when the manufacturer uses a number of materials, each the sub- 
ject of an independent monopoly. 

Write ¢,(x), ¢.(x) .. . for the cost functions of the materials, 
and 7, 7, . . . for the prices at which the manufacturer obtains 
them. 

The maximum gain for all combined is then 


{f(x) — $1(%) — $.(%) — «. . .}a, 


where 2 satisfies 


f(x) — $1(%) — po(w) — . . . = wfhy'(x) + 42'(@) +... — fy'(a)}- 
The manufacturer’s demand schedule is 
my +g +... = fla) + af'(2). 
The offer schedules are 7, = $,(x) + 2¢,'(z), 
T. = fo(x) + xh,'(x). 


As before, these can all be satisfied by the same value x = 2p, 


ON ae ed. ee 
0 2(m, + Mm, + mz +...) 
if $3(x) = b, + max, d,(x) = by + mze, etc. 
The gains of the manufacturer and of the suppliers of the 
materials are 2? multiplied respectively by — f’(%), $ (Xp); 


$o(%p). 





where , approximately, 


Labour Monopoly 


Now consider the supply, not of a material, but of labour 
controlled by a monopolistic: Trade Union. 

The clearest method of approach is to suppose that there is 
no reserve price for labour, and no increasing disutility, but that 
a certain number of men are available whose production per 

xx2 
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head per diem yields unit commodity. That is, we take 
b = 0 = mz, but that there is a superior limit to z. 

The employer can decide on the amount to be produced, 
whatever the price of labour. 

If the Trade Union can dictate the wage we have Case 2. To 
fix ideas take the case of coal-owners and miners, ignoring all 
other costs and classes of labour, and write the consumer’s 
demand for coal per diem as 

x 
P= 12 — 15000 | 
in shillings and tons. Suppose that each miner produces 1 ton 
daily. 
We have the following schedule : 


Daily Coal Output 


























oO ’ A te | Unemploy- 
Amount Wage Price poy ? _ a , ment 
(tons, 000’s).| (shillings). | (shillings). | (shillings, | (shillings Benefit 
x 7 p 000’s). 000’s). (shillings, 
000’s). 
60 ee 8 240 240 — 
52} 5 8} 183} 2624 ~~ 
45 6 9 135 270 15 
374 7 94 933 2624 374 
332 1k 9} 75S 2534 48} 
30 8 10 60 240 60 
=e 
Here 7 = 12 — 7500" 18 the employer’s demand schedule. 
> 
The maximum of wages is when x = a ~ 4m, = 45,000, 
a 
== = 6. 
ie 


Suppose that there are 50,000 miners in the Trade Union. 
All will be employed at p = 8%, 7 = 5}. The average earnings 
per head in 10 days will be 53s. 4d. 

This average can be increased to 54s. with average unem- 
ployment one day in 10. If unemployment benefit at 3s. a day 
is paid, total receipts are 57s. per 10 days. 

But allowing for unemployment benefit it is easy to show that 
maximum receipts would be obtained at a wage 7s. 6d. a day. 
At this rate 33,750 would be employed; average unemployment 
would be 13 days in 40, and receipts would be per 10 days 50s. 74d. 
wages plus 9s. 9d. benefit, that is, 60s. 44d. 

If then the Trade Union aims at complete employment the 
wage should be fixed at 5s. 4d.; if at maximum earnings, at 6s. ; 
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if at maximum receipts including unemployment benefit, at 
7s. 6d. 

If there were only 30,000 miners, maximum average earnings 
are 8s. a day, all employed, and no more could be obtained by 
reducing employment and drawing benefit. If the miners 
increased their hours and raised output by 10 per cent., the wage 
per ton would be 7-6s., and the daily receipts 8-36s., say 8s. 4d. 
The earnings for the additional 2 cwts. would be only 4d. 

Next take Case 1, where the employer can dictate wages. 
His interest is to drive wages down as far as possible. If there 
is a legal minimum not greater than 8s. 8d. a ton he could employ 
the 50,000 at that minimum, but would make no gain; and he 
would maximise his gain if he employed only 25,000, when 
p = 10}, and the gain would be ls. 8d. per ton. He would only 
employ the whole 50,000 if he could pay as little as 5s. 4d. 

It is clear that in the usual position where neither employer 
nor employed have absolute power, there is no definite solution. 
But if the facts were as supposed, an arbitrator would be able 
to work within narrow limits. 

[The illustration would be more apposite if it were re-worked 


from the equation p = 18 — with unemployed benefit at 


2 
10,000, 
4s. 6d. The values of x would be unaffected but all money values 
would be raised 50 per cent.] 


A. L. BowLey 





UNEMPLOYMENT IN THE MApRAS PRESIDENCY 


In a Note on ‘“‘ Unemployment in the Madras Presidency,” 
published in the Economic Journat, March 1928 (p. 138), 
Professor A. J. Saunders has overlooked one important aspect of 
the problem, and has misunderstood some other aspects, which 
need clearing up. Though he was a member of the Committee 
appointed to investigate the question of unemployment among 
the so-call ‘‘ educated middle classes,” neither he nor the other 
members of the Committee seem to have appreciated what the 
term ‘‘ educated middle classes ” should predicate. It certainly 
could not have been intended to comprise all Graduates, Inter- 
mediates and 8.8.L.Cs., as the Professor seems to think; for if it 
was, the appropriate term would be “ educated classes,”’ and not 
“‘ educated middle classes.’”’ The educated as well as uneducated 
members of the poorer classes, who in this part of India (the 
Madras Presidency) are more or less identical with the lower 
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castes of Hindu society such as the lower grade Sudras and Pan- 
chamas (the latter are the well-known “ depressed classes’), 
would certainly not come within the term. Among these there is 
absolutely no case of unemployment at all. It has long been the 
policy of the Government of Madras to encourage the uplift of 
these communities as well as Indian—Christians and Mohamedans 
by giving even the least educated among them preference in 
Government service over the members of the higher caste Hindus 
with equal or even superior qualifications; so that there has never 
been any instance of unemployment of educated men among these 
classes. But educational advance among them (except in the 
case of Indian-Christians who are looked after by the various 
foreign Christian Missions here) has been very poor. As the 
Professor himself must know from his experience and knowledge, 
educated men in Southern India consist mostly of Brahmins 
and higher grade non-Brahmins, and it is only among these that 
unemployment may be said to exist to any appreciable degree. 
But a new situation has been created since the introduction of the 
Reforms in 1921, which by widening the electoral franchise among 
the population, consisting mostly of non-Brahmins, inevitably 
brought about the ascendancy of the numerically strong section, 
the higher caste non-Brahmins, to political power in the Presidency. 
The Administration, in so far as it has been transferred to the 
representatives of the people, is consequently now actually under 
the control of non-Brahmin leaders. The result is that, finding 
that the Brahmins have in the past practically monopolised the 
Government services out of all proportion to their numbers, 
Government has now been made to pursue a systematic policy of 
communal representation in the services, under which non- 
Brahmins are to be given preference over Brahmins with equal or 
even superior qualifications in all Government posts, until the 
proportion gets equalised to that of the population of each class. 
As the educated men of Southern India at the present moment are 
mostly of the Brahmin class (among whom almost all, whether 
poor or rich, are literate), this policy of communal representation 
in the services practically confines the problem of unemployment 
to the Brahmin class alone. Neither the Professor nor the Com- 
mittee in its Report shows any awareness of this fact, though the 
communal force is a determining factor in the matter of employ- 
ment of educated men, and in fact the one conspicuous feature of 
economic and social as well as political life in Southern India 
to-day. 

Another point not understood by the Professor in his Note 
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and the Committee in its Report is that in actual practice there 
is no unemployment at all among the higher ranks of educated 
men—Graduates and Intermediates—and that all unemployment 
is confined actually to those who have received merely a High 
School education, i.e., holders of Secondary School Leaving 
Certificates (S.S.L.Cs.), and others with lower education. The 
former, i.e. Graduates and Intermediates, are always able to 
compete effectively with the latter and oust them from the 
competitive struggle (except in so far as communal preference 
governs the situation). Itis only large numbers of these low-grade 
educated men, especially of the Brahmin class, that are really 
suffering from unemployment. In a Memorandum submitted to 
the Committee, I have shown in detail how these people can be 
usefully absorbed by the Postal and Police Departments of 
Government, if these latter pursue a policy of entertaining only 
educated and more-responsibility-feeling postmen and constables 
respectively. At present the Postal Department is giving high 
pay to postmen, and the Postmaster of the city of Madras has 
already taken to the policy of inviting ‘“‘ School Final ” men to his 
Department by offering decent pay and giving greater chances of 
promotion to higher posts in cases of proved efficiency. The 
Police Administration in the Madras Presidency is at present one 
of the worst imaginable and is very inefficient, the main reason for 
this being the illiteracy of its constabulary. Ninety-nine per cent. 
of the constables are not English-educated and do not know the 
law, and they are low paid—average salary being not more than 
Rs. 20 (30 shillings) a month. If the pay is raised to Rs. 30 or 
Rs. 35, and good chances of promotion to higher ranks are 
afforded, it is certain that High School educated men will be 
largely attracted to the Department. Again, in the 50,000 and 
odd villages of the Presidency, the offices of Headmen and Karnam 
(i.e. accountant), which are under the control of Government, are 
mostly in the hands of non-English-educated men, being permitted 
to be hereditary. If the hereditary character of these offices is 
abolished and if the offices are thrown open to High School 
educated men, not only will unemployment among the educated 
become non-existent, but there will be a great demand for them, 
and the efficiency of village administration will also be greatly 
improved. The Committee have not considered these avenues of 
employment. 

Again, neither the Professor nor the Committee would seem 
to have perceived the present difficulties that stand in the way 
of educated youth taking to agricultural pursuits. In a Province 
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where agriculture is the mainstay of the people and the per- 
centage of the population directly depending on it is nearly three- 
fourths, there is only one institution giving instruction in agri- 
culture, and even that is limited to a few score of students, most 
of whom are trained for employment in the Government Agri- 
cultural Department. There is no scope given for agricultural 
training, and the blame for this is certainly on the Government—- 
which since 1921 is in respect of this subject a Swaraj Government, 
being in the charge of a Minister of the people! It is easy to say 
that the educated men of the country should turn their attention 
to agriculture, but, unless they have received a proper training 
in the subiect, they will not be wanted for agriculture where 
cultivation is carried on in customary fashion, except so far as 
modified by demonstration of the advantages of innovation and 
change. Unless educated men who want to take to agricultural 
pursuits can bring some new advantages they are bound to fail. 
The necessity of a wide system of agricultural institutions which 
will give instruction in modern agricultural methods has been 
emphasised by the recent Report of the Agricultural Commission, 
and unless the Government establishes such institutions in large 
numbers, educated men cannot be expected to turn to agriculture, 
A. Ramarya 
Madura, 8S. India. 





INTERNATIONAL GoLD MovEMENTS 


Brrore the war the meaning of the gold standard was clearly 
defined, and the conditions in which it worked were regarded as 
practically settled. On the other hand, the criterion, scope and 
spirit of the post-war gold standard have not yet had the oppor- 
tunity to become crystallised during the short period that has 
elapsed since the system came into operation. It will take the ex- 
perience of a number of years before the set of rules that govern the 
system is once more clearly defined. Meanwhile the problems 
arising in connection with international gold movements deserve 
particular attention, as their solution will largely contribute to the 
evolution of the post-war conception of the gold standard. Often 
questions of a purely technical nature lead to the adoption or 
modification of fundamental principles, or at least to debates 
which tend to clear controversial points. 

An example to illustrate this is the case of the Midland Bank’s 
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gold imports from New York, which raised the question whether it 
is absolutely necessary to allow for loss of interest when cal- 
culating gold points. This question did not arise in the past, as 
gold arbitrage was in the hands of firms which financed the 
transactions either by means of borrowed funds, in which case they 
had to pay interest, or by means of their own funds on which they 
lost interest. The necessity of including interest among the 
expenses of gold shipments was obvious in either case. If, how- 
ever, a commercial bank undertakes gold shipments, the position 
is not altogether clear. Commercial banks have to keep in any 
case a large idle cash reserve. The question is whether gold 
floating on the Atlantic may be regarded as part of their cash 
reserve on which they are not supposed to earn interest. If the 
answer is in the affirmative, commercial banks are justified in 
omitting loss of interest when calculating the cost of shipment. 

The extent to which this question affected the gold import 
point of the dollar exchange at the time of the Midland Bank’s 
shipments (May and June, 1928) is shown by the following 
calculation : 

Including Excluding 





Interest. Interest. 
100,000 fine oz. at $20-67033 . ‘ y - $2,067,033 $2,067,033 
Freight 3s. per £100 : f B 3,100-50 3,100-50 
Insurance ls. per £100 . 7 P ; 1,033-50 1,033-50 
Interest 5 per cent. for 8 days 3 - : 2,046 — 
Total ‘ js . ; $2,073,213 $2,071,167 
100,000 fine oz. at 848. 10d. . 3 = a £424,166 8s. 
Gold point ‘ s P a - £1=$48877 £1 = $4-8829 


The exchange rate at the time of the Midland Bank’s shipments 
was around 4°88,5,. Whether the transaction resulted in a 
nominal profit or a comparatively substantial loss depended on the 
question whether gold on its way to London could be regarded 
as part of the Midland Bank’s cash reserve. Apparently the 
question has been answered in the affirmative, as official quarters 
did not object to the shipments on the ground that they were 
undertaken at a loss. Ofcourse there could not be any question of 
refusal to buy it, as the Bank of England is under legal obligation 
to buy gold at the official buying price, irrespective of its origin. 
If, however, a bank were to import gold at a loss the Bank would 
certainly not fail to intimate to the importer its disapproval of the 
unnatural transaction. No such unofficial objection was raised, 
which fact is of particular importance in the case quoted. 
Everybody knows that the Midland Bank did not undertake the 
shipment for the sake of the negligible profit it yielded. The real 
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object was to bring about an expansion of the basis of credit. The 
influx of gold placed the Bank of England before the alternatives 
of either sterilising the surplus by reducing its own earning assets, 
or reluctantly consenting to an expansion of credit which was 
contrary to its policy. The shipments were, therefore, anything 
but welcome from the point of view of the monetary authorities. 
As, in spite of this, no attempt was made to discourage them on the 
ground that they were undertaken at a loss, and therefore un- 
natural, it appears that the principle of disregarding loss of 
interest has received a tacit official sanction. 

The significance of this lies in its general effect upon gold 
points. As I pointed out in my previous notes on the subject 
(published in the March 1927 and September 1927 issues of this 
JOURNAL), there is a marked tendency, since the return to a gold 
basis, towards the contraction of the margin between gold points. 
This tendency will become further accentuated if the practice of 
disregarding loss of interest becomes general. Until now there 
has not been any sign indicating any intention on the part of our 
commercial banks to take a regular interest in gold arbitrage. As 
since the war our joint stock banks have taken up several branches 
of activity which were outside their sphere before the war—such as 
acceptance business or coupon dealings, for instance—it is by no 
means impossible that they will also take up gold arbitrage, to 
increase the sphere of activity of their foreign exchange depart- 
ments. Evenif they do so, it is by no means certain that they will 
accept it as a general rule to disregard the loss of interest. American 
and German commercial banks have been engaged in gold arbi- 
trage for some time past, but they always calculated the loss of 
interest among the costs of gold shipments, unless they had a special 
reason to make the shipment. Should what is now an exception 
become the rule, commercial banks would thereby obtain a 
monopoly of gold shipments, as other firms which have no big 
idle reserves can hardly afford to disregard the loss of interest. 

Another principle which has emerged out of the experience of 
the last few years is that of the non-interference of Central Banks 
with each other’s gold reserves. Up to now it has been adopted 
only with regard to direct purchases by Central Banks. Asa result 
of Press criticisms provoked by the withdrawal of gold by the Bank 
of France from the Bank of England, in May and June 1927, a 
conference of Central Banks held in Washington in July 1927 has 
agreed that no Central Bank should purchase gold from another 
Central Bank without the latter’s approval. Apparently the 
principle has been extended also to purchases of gold by Central 
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Banks in the open market in London, which are regulated by 
agreements with the Bank of England. 

The question whether the principle applies also to indirect 
purchases by Central Banks is still left to be decided. It was 
raised in September last in connection with the heavy shipments 
of gold to Germany. The Reichsbank was anxious to emphasise 
its neutrality towards these movements. The fact, however, that 
it accentuated an unnatural appreciation of the reichsmark by 
means of selling part of its foreign exchange holding was held to 
prove that it encouraged the influx. The question whether this 
attitude was contrary to the spirit of the agreement of Central 
Banks was left undecided. In that particular case the Bank of 
England did not disapprove of the withdrawal of gold for Ger- 
many, being an alternative to a withdrawal from New York which 
was regarded as the bigger evil. Sooner or later, however, an 
agreement will be reached on the application of the principle of 
non-interference upon exchange transactions artificially stimulated 
by Central Banks. The decision is not so simple as in the case of 
direct purchases by Central Banks. It is difficult to define a limit 
between measures tending to defend the Central Banks’ own 
reserves and those tending to attack the reserves of other Central 
Banks through the intermediary of the Foreign Exchange market. 
The difference is merely one of degree. It would be, nevertheless, 
possible to avoid by agreement indirect interference with the 
reserves of other Central Banks in cases where the encouragement 
given by a Central Bank is as obvious as in that of the recent 
German gold withdrawals. Here, again, it is mainly technical 
points which will eventually lead to the extension of one of the 
fundamental principles of the post-war gold standard. 

PavuL Ernzie 





RECENT OFFICIAL PUBLICATIONS 


Tables and Diagrams relating to the Rubber Industry. (Cmd. 
3086. 6d.) 


THESE tables represent part of the data collected by the 
Committee of Civil Research which recently investigated the 
working of the scheme for regulating the exports of rubber from 
Malaya and Ceylon. They give the more important official trade 
statistics of the rubber industry during the past eight years, and 
the data thus collected will be helpful to those engaged in the 
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industry who are already acquainted with its history, methods 
and organisation; anyone not possessing this knowledge, if he 
would understand the problems of the industry, must seek further 
information. 

The plantation rubber industry is a product of the twentieth 
century. In 1900 only a few thousand acres were planted 
and a few tons were produced. The world was then using 
about 40,000 tons of dry rubber, and obtained its supplies, as it 
had done for more than a century, from trees and shrubs growing 
naturally in the forests of South America and Central Africa. 
With a view to establishing a new industry within the Empire, 
the British Government caused seeds of the Hevea Braziliensis 
to be collected from the Amazon Valley. These seeds were 
germinated at Kew and the seedlings were sent to Ceylon in 1876. 
It is from these seedlings that the whole of the area planted with 
rubber in the East is derived, which area, at the end of 1926, 
extended to nearly 5,000,000 acres, and produced, in that year, 
nearly 600,000 tons of rubber. 

The British were the pioneers of the industry, but they were 
soon followed by others. The geographical distribution of the 
planted area, according to nationality of ownership (Table III), 
shows that the British interest in the industry is still preponderant ; 
60 per cent. of the planted area being within the Empire, and a 
further 8 per cent. being British-owned in foreign countries, 
practically all of which is in the Netherlands East Indies. The 
industry, therefore, is a very important imperial asset. Table III 
also indicates clearly the impossibility of controlling supplies by 
voluntary action amongst producers themselves. Nearly 70 per 
cent. of the planted area is held in organised estates, largely owned 
by Joint Stock Companies, but of these only about 500 Companies, 
controlling about 30 per cent. of the planted area, are domiciled 
in the United Kingdom, whilst 30 per cent. of the planted area is 
owned by hundreds of thousands of small native holders. 

The remarkable development of the plantation rubber industry 
has synchronised with, and has been stimulated by the rapid 
increase in motor transport. The world registration of automobiles 
increased from about 20,000 in 1900 to nearly 9,000,000 in 1919, 
and to 30,000,000 in 1927. Considering the rapidity with which 
this new demand has arisen, together with the fact that from 
five to six years must elapse between the clearing of the jungle 
and the harvesting of the first commercial crop of rubber, and a 
further period of six years is required before the trees give their 
maximum yield, it is hardly surprising that the industry has been 
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subject to considerable fluctuations, but it is somewhat remark- 
able that the growth of the automobile industry, for which rubber 
is essential, has never been retarded for lack of supplies of this 
commodity. There are, however, other important causes of 
fluctuation. To-day 80 per cent. of the total quantity of rubber 
absorbed annually by manufacturers goes into automobile tyres 
and tubes. Improvements in the quality of the tyres, or in the 
surfacing of roads, which increase the mileage given by every 
pound of rubber in tyres, will have a serious and prolonged effect 
on the real consumption of rubber. Moreover, in times of rapidly 
rising prices, consumers of tyres are likely to buy ahead of their 
requirements, thus accentuating the rise, and in periods of falling 
prices they tend to delay buying new tyres, thus accentuating the 
fall. When it is remembered that one spare tyre per automobile 
represents over 100,000 tons of crude rubber, the possibilities of 
wide temporary fluctuations are obvious. There is a further 
cause for price fluctuations. Between 75 and 80 per cent. of all 
rubber produced is of standard quality; this has resulted in a 
highly organised market which offers attractive possibilities for 
speculative transactions. 

Having outlined the main factors affecting the industry, it is 
interesting to observe how these factors have influenced conditions 
of supply and demand since its inception. During the first ten 
years of the century the increasing demand for rubber for tyres 
and tubes placed a strain on the world’s productive capacity, and 
the resulting high prices caused a rapid extension of planting, 
especially during the years 1905 to 1910. In the latter year the 
price was carried, largely by speculation, up to 12s. 10d. per Ib., 
and many new plantation companies were floated. During the 
next three years very large extensions were carried out and 
planting of trees in small native holdings was commenced, first in 
Malaya and afterwards in the Netherlands East Indies. From 
1914 to 1920 extensions of the planted area were carried out at a 
fairly uniform rate. The demand for rubber during those years 
was sufficient to maintain prices at a remunerative level, which 
gave the necessary encouragement to native planting and offered 
no obstacle to the completion of the planting programmes of 
estates drawn up in 1910 to 1912. (In 1918, owing to the necessity 
for concentrating as much tonnage as possible in the North 
Atlantic, absorption by United States manufacturers was cur- 
tailed, large stocks accumulated in the East, and prices there 
slumped badly.) The effect of the war on the consumption of 
rubber varied in different countries. In the United States the 
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resulting industrial activity and prosperity arising therefrom 
stimulated the motor industry; in the Allied countries the 
demand was also stimulated, but to a much less extent, and mainly 
for war purposes; in the Central Empires supplies were cut off 
at the commencement of hostilities and the manufacturing 
industry there was definitely retarded. 

The rapid increase in absorption of rubber during 1919 (which 
was partly due to the under-absorption during the previous year) 
and the probability of still further increases during the succeeding 
years caused most of the large manufacturers, both in the United 
States and in the United Kingdom, to become apprehensive about 
their future supplies, and large forward commitments were 
entered into at the higher prices then ruling. The decline in the 
value of rubber which commenced in the spring of 1920 was 
partly due to the general trade depression, but it was mainly due 
to the increased life built into the improved tyres then being 
produced, and it was accentuated by the natural policy of tyre 
users in times of falling prices. The rate of increase in the con- 
sumption of rubber was thus retarded, and there appeared a 
large gap between potential production and actual consumption 
which seemed likely to endure for a number of years. Various 
schemes for the voluntary regulation of output were considered 
in 1920 and 1921, but the multiplicity and diversity of ownership 
already referred to offered an effective obstacle to their adoption. 

By October 1921 all hope of voluntary action had been aban- 
doned. Thousands of small native holders in Malaya were faced 
with ruin; the Malayan finances were in a serious condition, and 
there was the possibility of large areas of estate rubber being 
acquired by foreign interests at knock-out prices owing to the 
financial exhaustion of their existing owners. These factors 
induced the Government, which had hitherto refused to interfere, 
to appoint a committee under the Chairmanship of Sir James 
(afterwards Lord) Stevenson. This Committee, after careful 
deliberation, recommended Government regulation of exports as 
the only means of providing an immediate solution of the problem. 
But the manufacturers’ forecasts of the world’s requirements for 
1922, which were considered by the Committee at the end of 1921, 
were so low that, even with the most optimistic view that they 
could reasonably take then, it seemed hopeless to adopt any 
scheme for Malaya and Ceylon unless the Netherlands East Indies 
co-operated. The Dutch were approached, but it was not until 
August 1922 that they finally refused to co-operate. By that time 
it had become clear that absorption was proceeding at a greater 




















1928] TABLES RELATING TO THE RUBBER INDUSTRY 669 


rate than even the Committee anticipated, and as 90 per cent. 
of the British Companies operating in the Netherlands East Indies 
agreed to regulate their exports voluntarily in accordance with 
the proposed scheme, the Stevenson Committee revised their 
previous decision, and the Governments of Malaya and Ceylon 
brought the scheme into force on the Ist November 1922. 

The original scheme pivoted on an average quarterly price of 
1s. 3d. per lb. for Standard quality Ribbed Smoked Sheet, London 
Landed terms. If the price were over ls. 3d. the quarterly export- 
able percentage of Standard Production (approximately normal 
unrestricted output) was increased by 5, if over ls. 6d. by 10; 
if under 1s. 3d. it was decreased by 5, unless it already stood at 60, 
when no further decrease could take place unless the price averaged 
less than 1s. The exportable percentage during the first quarter 
of the scheme was fixed at 60, and the subsequent exportable 
percentages and average quarterly prices are given in Table XII. 
The pivot price of ls. 3d. was fixed at the lowest figure which 
would preserve intact the world’s productive capacity whilst giving 
the maximum encouragement to further consumption. 

The introduction of the scheme was welcomed by the pro- 
ducers, but it aroused a great deal of antagonism amongst manu- 
facturers and others, especially in the United States. This was 
all the more remarkable because the scheme, if properly made use 
of, was capable of ensuring a continuous supply of rubber at a 
comparatively low and stable price for a considerable period. The 
releases of rubber were largely in the hands of the buyers, and had 
they regulated their buying policy more in accordance with the 
scheme, the price of rubber would never have been much over 
ls. 3d. During 1924, notwithstanding the steady reduction in 
world stocks, the price of rubber for one quarter averaged less than 
ls., thus starting a further contraction in supplies. By the 
beginning of 1925 the exportable percentage stood at 50; stocks 
were low and the somewhat abnormal increase in absorption, 
owing to the adoption of the low-pressure tyre (which at that time 
required considerably more rubber than the corresponding high 
pressure tyre) during the spring of 1925, resulted in a rapid decline 
in stocks, an increase in speculative buying, and a continuous 
rise in price until it reached 4s. 6d. in July. After a decline in 
August, the price again rose, until it reached 4s. 8d. in December. 
Manufacturers naturally put the blame on the scheme, and those 
who had not made forward contracts in 1924 at the low prices 
then ruling clamoured for larger increases in the exportable per- 
centage. But for nearly three years producers in the restriction 
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areas had been working on a 60 per cent. basis, and their labour 
forces had been reduced to a minimum, as few of them could 
afford to accumulate, on their estates, rubber which they could 
not export. As the exportable percentage rose during the last 
half of 1925, a labour shortage developed, and this was not fully 
made up until the summer of 1926. Any drastic modification of 
the scheme in the summer of 1925 would have caused a scramble 
for labour and disorganised production, without adding materially 
to the supplies of rubber. 

Up to the latter part of 1925 it had appeared that consump- 
tion would not overtake potential production until somewhere 
between 1928 and 1930. The rapid adoption of the low-pressure 
tyre enhanced the estimates of future consumption and brought 
much nearer the probable date when a shortage might develop. 
Extensions to the planted area during the years 1921 to 1924 had 
been carried out on a comparatively small scale, owing to the low 
price of rubber. The world’s potential output during the years 
1926 to 1930, therefore, would show only a small rate of increase, 
and any excess production during 1926 and 1927 appeared to be 
insufficient to replenish the depleted world stocks (on the 30th 
November, 1925, the London stocks were only 4,000 tons; on the 
30th November, 1922, they had been nearly 70,000 tons). Such 
was the view generally held at the end of 1925, when a long period 
of high-priced rubber seemed inevitable. 

At the beginning of 1926 more supplies became available on a 
sensitive market and the price began to fall. Resistance by tyre 
users to the high price of tyres developed, and was helped by the 
over-buying in 1925, by a backward spring and by intense pro- 
paganda in the United States against the “ British Rubber 
Monopoly.” Severe cuts in tyre prices were made, which, how- 
ever, had little immediate effect on consumer resistance. -Absorp- 
tion of crude rubber by manufacturers was reduced, stocks 
steadily increased, speculative selling spread. It then appeared 
that a contraction in supplies might again become necessary, but 
no substantial reduction in the exportable percentage could take 
place unless the quarterly price averaged under Is. 3d. for a very 
considerable period. Manufacturers with the high-priced forward 
contracts which they had made in the second half of 1925 found 
themselves in a very serious position, even although the factors 
which had caused the fall in price might only be temporary in 
their action. A revision of the scheme thus appeared to be 
necessary. On the Ist March, 1926, the pivot price was raised 
from ls. 3d. to 1s. 9d.,and provision was made for the percentage 
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to drop to 80 if that price were not maintained. The following 
extract from a statement made by Mr. Amery in the House of 
Commons on the 2nd July, 1926, sets out clearly the reason for 
the Government’s action. “... For many months average 
prices were below this range (1s. 3d. to 1s. 6d.), and when ulti- 
mately, some twelve months ago, a very rapid rise in the spot 
price took place, with a consequent upward movement in the 
prices at which forward contracts were arranged, the conditions 
were such as to make it necessary to review the basis on which the 
scheme had been prepared in 1922. In those circumstances it 
was decided by His Majesty’s Government that revision of what 
may be termed the pivotal price range was required to bring the 
restriction measures more into line with actual conditions in the 
industry. At the same time, the concessions which have from 
time to time been made in the direction of increasing the assess- 
ments of standard production of estates in Ceylon and Malaya 
have resulted in the increase of actual exports to such an extent 
as to require the provision of some more immediately effective 
degree of restriction than was contemplated in the existing scheme 
in the event of the average price of rubber falling below the 
pivotal range.” On the Ist November, 1926, new regulations 
governing future releases and contractions were announced, with 
the object of giving greater elasticity to the scheme. 

Meanwhile absorption had not shown the increase that was 
anticipated in 1925. Notwithstanding the great increase in the 
proportion of low-pressure tyres, the average quantity of crude 
rubber per tyre was the same in 1927 as it was in 1925, owing to 
improvements in construction, to the partial replacement of crude 
rubber by reclaimed rubber, and to the greater use of carbon 
black. It is not yet possible to measure the extent of the perma- 
nent increase in the tyre mileage per pound of rubber, as weather 
conditions from one year to another have a material influence 
on wear and tear. It is, however, clear that greater skill in 
manufacture of tyres has resulted in a substantial economy in 
the use of crude rubber in the last few years. 

During the year 1926 there were practically no restrictions on 
exports; on the contrary, most estates obtained export rights 
for more rubber than they could produce, and as these rights 
had an unlimited validity, they materially retarded the effective 
working of the restriction scheme in 1927, especially as the export- 
able percentage was not allowed to fall below 60. The average 
exportable percentage during 1927 worked out at 64 per cent. of 
Standard, but owing to the utilisation of unused export rights, to 
No. 152.—vou. xXxxvim. YY 
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smuggling, and to over-assessment of Standard Production, the 
exports from the restriction area were well over 80 per cent. of its 
potential output. The revised scheme had, therefore, no chance 
of operating effectively during that year. 

Towards the end of 1927 the Malayan assessments were reduced 
and steps were taken to suppress smuggling. Before these 
measures became effective, however, the British Government 
decided to abandon the scheme as at the 3lst October next. The 
principal reason for withdrawing the scheme was that the British 
proportion of the industry was being sacrificed to non-British 
producers. It is true that the exports from the British Empire 
and from British estates in foreign countries fell from 75 per cent. 
of the total world exports in 1922 to 66-5 per cent. in 1926 (a year 
in which there was practically no restriction). In the absence of 
restriction in 1927 it would have remained at about this figure, 
provided that the price was still at a profitable level. But the 
scheme had nothing to do with this fall in the percentage. Every 
pound of rubber exported up to 1927 came from trees planted before 
the scheme came into existence, and the decline was entirely due 
to the fact that the non-British areas in 1922 contained a much 

‘larger proportion of immature rubber. In particular the large 
areas of Dutch native rubber were only coming into bearing in 
1920 when the slump supervened. Naturally the exports of this 
rubber would show a large increase even after allowing for smug- 
gling from Malaya. Moreover, the native taps much more drastic- 
ally than the European, with the result that he obtains very high 
yields during the first few years of tapping, but when his trees are 
from 8 to 10 years old their output declines rapidly, owing to bark 
exhaustion and disease, and new planting on a considerable scale 
is necessary to maintain their output; the increase in the effective 
native areas, therefore, may not be so large as is freyuently 
supposed. The real criterion is whether, under the scheme, non- 
British extensions were being carried out on such a scale as to 
diminish seriously the British proportion of the industry. Unfor- 
tunately it is not possible to give a definite answer to this question, 
because the effective native areas in the Netherlands East Indies 
are not known, but the figures published in Tables III, V and VIII 
indicate that the British proportion of the area under rubber at 
the end of 1926 was about the same as the British proportion of 
the exports during that year. It follows, therefore, that up to 
the end of 1926, notwithstanding the large extensions stimulated 
by the abnormally high prices during 1925 and 1926, the British 
proportion of the industry had not shown any significant varia- 
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tion. If, however, the Government had come to the conclusion 
that the ls. 9d. pivot price, which would have become really 
effective during 1928, would have encouraged Dutch native 
planting at a greater rate than British planting, the obvious remedy 
would have been to lower the pivot price instead of withdrawing 
the scheme and throwing the industry into chaos. 

The decision to abandon the scheme brought the price down 
to the bare average cost of production, and so long as it remains 
at that level capital will not be available for extensions, the upkeep 
of which involves a heavy liability during five or six years, and the 
natives, whose planting operations appear to be largely dependent 
on the current price of rubber, will likewise cease to plant. 

It is impossible to forecast how long the industry will drift 
unprofitably, but one thing is certain: stability of price over a 
period of years which the scheme made possible, and which the 
co-operation of the large manufacturers made pee: is now 
further off than ever. - 

G. Raz 





Report of the Industrial Transference Board. (Cmd. 3156. 
83 pp. ls. 6d.) 


AFTER a lifetime largely spent in denouncing the fatuities of 
Government publications, it is extremely pleasant to find a Report 
of a Board with which cordial agreement is possible. The three 
knights, Sirs Warren Fisher, John Cadman, and David Shackleton, 
have faithfully set forth the disagreeable fact and shown how the 
old well-tried remedy can be applied with the least possible pain. 

The disagreeable fact is that the number of persons accustomed 
to work in several staple industries in this country is largely— 
about 200,000, the Board estimates—in excess of the number which 
can be employed in those industries under the conditions which 
are likely to be present in the lifetime of the present generation ; 
one of these conditions being that the price of their products 
cannot be much raised without knocking down the demand, and 
another being that labour in them will not be forthcoming if the 
remuneration offered is not such as to put those who perform it 
in a position which on the whole is approximately equivalent to 
that occupied by other branches of the same grade of the working 
class. 

The old and well-tried remedy for such a state of things is 
transference of the surplus workers from the trades, and if 
necessary from the places, in which they have been working. 
yy2 
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Here the Board are confronted with the popular belief that no 
trades or places have any room for additional workers, and they 
evidently find some difficulty in coping with it, as well they may, 
since no economist has yet dealt really well with the idea of demand 
for labour in general. They are obliged to content themselves 
with pointing out (1) that the existence of some unemployed is no 
proof that there is no unsatisfied demand for labour in the same 
area, (2) that 120,000 (gross) new engagements of workers are made 
every week, (3) that 850,000 (net) additional workers have been 
taken on in four years, and (4) that the number of young recruits 
is about to diminish owing to the great decrease in the number of 
persons born. The second of these arguments seems fundamentally 
weak, since the existence of a heavy turnover cannot prove the 
ease of increase; and the third and fourth arguments look like a 
gallant attempt to run with the hare and hunt with the hounds, 
since, while the third suggests, what is true enough, that an 
expanding population finds employment for itself, the fourth 
suggests that it is easier for a stationary population than for an 
increasing one to find employment for itself—a proposition which is 
certainly unproved and probably untrue. 

Possibly the Board would have done better to say that to 
question the existence of vacancies for new workers because you 
cannot see them is rather like questioning the growth of trees 
because you cannot see the additions to height and width and 
girth before they are there. Thirty years ago there was no 
employment in the manufacture, repair, maintenance and housing 
of motor vehicles. Hundreds of thousands of vacancies for new 
men and boys in this employment have since then come into being 
and been filled up without their existence being in any way forced 
on our attention. Asked at any moment during the intervening 
period how many vacancies they had, the works and garages 
already at work would almost all have replied “‘ None,” and those 
not yet started could not have been asked. Yet the expansion 
went on; and if in a case of such extraordinarily rapid expansion 
vacancies for additional workers are scarcely visible, how are we 
likely to see them where the rate of expansion is very much 
lower, though it may be still far above that of the growth of 
population ? 

Properly convinced, even if by somewhat inefficacious argu- 
ment, of the fallacy of the popular ‘‘ lump of labour ”’ belief, and 
holding rightly that while the demand for any particular kind of 
labour is always strictly limited, the demand for labour in general, 
properly distributed, is unlimited except by the supply, the Board 
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address themselves with confidence to the difficulties of the 
particular transference required in the case before them. 

The most obvious of these is the fact that if much suffering is to 
be avoided, a very large transference must be effected quickly. 
Figures put forward by the Board somewhat diminish the dis- 
couraging effect of contemplating the transference of 200,000 per- 
sons. In the twelvemonth preceding August 1, 1927, 30,000 men 
over eighteen left the coal industry to go to other industries ; 
17,500 of these, it is true, were replaced by the entry of men over 
eighteen from other industries, but from the date mentioned the 
entry of such men has been stopped altogether by an agreement 
made between the Mining Association and the Ministry of Labour. 
And further, in the same twelvemonth natural wastage by death 
and retirement was 56,000, while the young recruits only 
numbered 40,000. 

It certainly looks, therefore, as if no impossible increase of 
movement out of the trade and no incredible decrease of boys 
entering it are required in order to make the required reduction 
of personnel in about three years. But it must be remembered 
that in every occupation there is a fringe which is exceedingly 
mobile, and that mobility diminishes as you cut further and fur- 
ther into the mass. Accordingly, there is danger of the transference 
of the second quarter being more difficult than that of the first, and 
so on till at last a very immovable rump is reached. Moreover, 
in regard to mining there is the further consideration that not only 
must the personnel of the whole occupation be reduced some 
20 per cent., but the personnel in some particular areas must be 
reduced 100 per cent. Where a trade is widely spread, a great 
reduction in the total number of persons employed in it can often 
be effected without many of them moving their residence from 
one place to another. But when a mine or a group of mines, not 
situated in a district thickly peopled because of the presence of 
other industries, is shut down, the whole of those employed, the 
least mobile as well as the most mobile, must change their residence, 
even if some escape, by transfer to other mining areas, the 
necessity of changing their occupation as well. 

Resistance to movement may be intensified by injudicious 
measures which, as the Board put it, “tend to anchor men to 
their home district.” Relief works in the depressed areas “ are 
a negation of the policy which ought to be pursued ”’; if there are 
to be relief works at all, they should be elsewhere, so as to draw 
the unemployed from the depressed areas into others where there 
is some chance of permanent employment. 
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“Similarly, the interests of the unemployed surplus in ” the 
depressed “ areas require that the administration of poor relief 
and of unemployment benefit should not become an artificial 
barrier to the movement of labour. In areas where regular work 
in the future for a large proportion of the unemployed is an 
impossiblity, it is essential that the economic stimulus towards 
transfer to another area to earn a livelihood should not be arti- 
ficially weakened.” 

Pressure of this kind can be assisted in its action by direct aid 
to transfer to new employments and new places of residence. The 
training centres help the first of these movements, and pecuniary 
advances made by the labour exchanges the second. 

But the Board’s greatest hope seems to be in its more novel 
proposal, for a vigorous propaganda or “ publicity stunt ” as the 
irreverent might call it, among employers of all places and classes 
in the country. The Government and everybody else is to join in 
impressing on employers that displaced miners are strong and 
intelligent men, capable of doing almost anything well, and only 
addicted to bolshevism when badly treated or left to starve at 
derelict pitheads—and that they can be got on application at the 
nearest Labour Exchange. Advertisement often has its comic 
aspect, but it has its uses, and never was put to a better one than 
this. At the moment of the writing of the present notice, the 
Board’s plan seems to be meeting with very considerable 
success, 

Towards the end of their Report the Board show signs of 
irritation with the policy of the overseas British dominions, which 
seems, while professing eagerness to receive more British immi- 
grants, to discourage them by multiplicity of requirements. Why, 
for example, should an intending emigrant to Australia or Canada 
be asked his religious denomination, and in case of Canada be 
further assured that ‘‘ Protestant ’’ is not sufficient; “ actual 
denomination must be given, 7.e. Church of England, Roman 
Catholic, Wesleyan, etc.” But the Boards’ criticism scarcely 
goes to the root of the matter, which is to be looked for in the 
curious belief that the market for agricultural labour and pro- 
duction is unlimited and that for other labour and production 
strictly limited. With population slackening and agricultural art 
greatly improving, more agriculturists are not really wanted in 
the world at large or the British dominions in particular. And no 
dominion can encourage the immigration of agriculturists by 
protecting (the dominions do not yet, I think, translate the word 
into “safeguarding ”) its manufacturers, and thus making its 
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agriculturists pay more than they need for the things they 
want. 






EpwiIn CANNAN 













Report of the Royal Commission on Agriculture in India, 1928. 


TuE Report of the Royal Commission on Agriculture in India 
may be said to be one of the most complete official documents 
that have been issued in recent years. The Report covers nearly 
600 pages and makes 616 recommendations. In addition there 
are fifteen Blue-books of evidence and, for a wider public, an 
abridged report of ninety pages. Royal Commissions have 
rendered great services to rural India, such as the Famine Com- 
missions of 1880, 1898 and 1901, and the Irrigation Commission 
of 1903. The Royal Commission under the chairmanship of the 
Marquis of Linlithgow is no exception. Its Report is a document 
which no student of rural economics can afford to neglect. 

The terms of reference were, ‘‘ To examine and report on the 
present conditions of agriculture and rural economy in British 
India, and to make recommendations for the improvement of 
agriculture and the promotion of the welfare and prosperity of 
the rural population; in particular to investigate: (a) the 
measures now being taken for the promotion of agricultural and 
veterinary research, experiment, demonstration and education ; 
for the compilation of agricultural statistics; for the introduction 
of new and better crops, and for improvement in agricultural 
practice, dairy farming and the breeding of stock; (b) the existing 
methods of transport and marketing of agricultural produce and 
stock; (c) the methods by which agricultural operations are 
financed and credit afforded to agriculturists; (d) the main factors 
affecting the rural prosperity and welfare of the agricultural 
population; and to make recommendations.” It was not within 
the scope of the Commission’s duties to inquire into the existing 
systems of landownership and tenancy or the assessment of land 
revenue and irrigation charges or the existing division of funds 
between the Government of India and local governments. 

It is impossible here to deal, except in barest outline, with the 
recommendations of the Commission. The problem is not a 
simple one. It affects a population of more than 250,000,000, and 
nine-tenths of the total population live in villages, the remaining 
tenth in towns. The number of persons in the last (1921) 
Census who were literate, i.e. in the sense of being able to write a 
letter in any language and read the reply, was 22-6 millions only, 
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or, excluding children under five, 8-2 per cent. of the population. 
The percentage of literacy among the total population of twenty 
years and over is but 17-1 for males and 2 for females. For 
this reason alone it is not surprising that the average standard of 
production and the general level of rural welfare are lower than 
the standards prevailing in most, if not all, other countries. There 
are, however, otherfactors. Indian veneration for the cow has had 
very startling economic results. The annual economic loss caused 
by 25,000,000 superfluous cattle is £117,000,000, or more than 
four times the land revenue. “Call it prejudice, call it passion,” 
said a Hindu to Miss Mayo in Mother India, “ call it the height of 
religion ; but this is an undoubted fact, that in the Hindu mind 
nothing is so deep-rooted as the sanctity of the cow.” There is 
also among Hindus a great reluctance for religious reasons to kill 
any animal, and thus the animal world is not kept in its place and 
it competes with man for the produce of the soil. An expert before 
the Commission estimated the average loss of grain, fodder and 
fruit crops from the depredations of animals, mainly pigs, monkeys, 
peacocks and porcupines, to be from 10 to 20 per cent. of the total 
yield. It must be left to Hindu theologians to discover a solution 
of the conflict between economics and transmigration. Economics 
and religion are closely interwoven in India to-day, and form a 
great contrast to the picture described by Mr. Keynes in his 
Short View of Russia when he speaks of modern capitalism in the 
West being “absolutely irreligious, without internal union, 
without much public spirit, often, though not always, a mere 
congeries of possessors and pursuers.” Mr. Keynes adds, ‘‘ One 
begins to wonder whether the material advantages of keeping 
business and religion in different compartments are sufficient to 
balance the moral disadvantages.” 

The Commission points out that there are other factors more 
easily removable, viz. wastage from disease, such as malaria, 
plague, cholera and hookworm, and from diet deficiency. There 
is the recklessness of the village borrower, who accepts indebted- 
ness as a settled fact. There is the process of subdivision and 
fragmentation of holdings, which reaches such a pitch that many 
tillers of the soil can hardly exist on uneconomic holdings. Sub- 
division is mainly due to the laws of inheritance amongst Hindus 
and Mahomedans, and fragmentation to the method by which 
these laws are carried out. The Commission does not accept the 
view that the soils are undergoing a progressive decline in fertility. 
A balance has been established, and no further deterioration is 
likely to take place under existing conditions of cultivation. 
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Farmyard manure is to a large extent lost to agriculture by being 
made into cow-dung cakes for domestic fuel. 

The great aim, according to the Commissioners, is a sound and 
well-organised co-operative movement based upon “ the careful 
education and scientific training of the villagers themselves.” 
The key is the introduction of compulsory primary education, to 
be measured, of course, in decades. It is education that will no 
longer make the life of man “ poor, nasty, brutish and short.” 
The cultivator must be taught to help himself if he is to escape 
from the embarrassments due to ignorance, thriftlessness, and 
the lack of the will to live better. In the words of the Com- 
mission, “‘no substantial improvement in agriculture can be 
effected unless the cultivator has the will to achieve a better 
standard of living and the capacity, in terms of mental equipment 
and physical health, to take advantage of the opportunities which 
science, wise laws and good administration may place at his 
disposal.” : : 

The agricultural question is in some senses a financial one. 
Under the Reforms agriculture is a matter for the provinces, and 
the Central Government retains only central agencies and 
institutions for research. Provincial governments are spending 
on agriculture less than one per cent. of their revenue, although 
that industry engages three-fourths of the population. Con- 
stitutional changes have retarded rather than advanced the 
application of science to industry, and the Commission has 
recommended the creation of a Council of Agricultural Research 
of thirty-nine members, three of whom would be whole-time 
members, to promote and co-ordinate research. This Council 
should be entrusted with the administration of a non-lapsing fund 
of £375,000, to which additions from time to time should be made 
as financial conditions permit. In the provinces provincial 
research Committees should also be established. “‘ If the inertia 
of centuries is to be overcome, it is essential that all the resources 
at the disposal of the State should be brought to bear on the 
problem of rural uplift.” It is impossible to deal in this note on 
the detailed recommendations on agricultural practice, on com- 
munications and marketing, on the great importance given to 
full and accurate statistics under an expert department. The 
Commission is satisfied that, given the opportunity, the cultivator 
will be willing and able to apply progressively the service of 
science and organisation to agricultural production. 

G. FinpLay SHIRRAS 
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Committee on Industry and Trade. Survey of Metal Industries, 
with a Chapter on the Coal Industry. (Stationery Office, 
1928. 5s.) 

Tus volume, issued by the Balfour Committee, is a handbook 
of reference on particular matters of technical process and general 
organisation, similar to the volume on the Textile Industries which 
was reviewed in our last issue. Many of its larger conclusions 
were anticipated in the volume on “ Factors in Industrial and 
Commercial Efficiency,” published last year. What is of main 
interest to economic students in a study like this is the test or 
verification, in some cases the amplification, of theoretical ex- 
positions. For example: a relation is shown between repre- 
sentative conditions of production and the rate of change in 
technical process. A new technical process connot be launched 
at once by new producers on the most efficient scale of exploitation, 
so that even with good management what is representative is 
largely a question of what may be called the phase of organisation 
in relation to time and invention. When processes are liable to 
fairly rapid change, the capacity which is immediately most 
economical may not be the best capacity toinstal. The phase may 
also be a question of localisation, at a time when technical pro- 
cesses, working largely through the factor of freights, are slowly 
leading to shifts, accompanied perhaps by integrations. A 
distribution of costs relative to such aspects of the phase of pro- 
duction is relevant to the particular expenses line. Again, a 
great “external economy” for an industry may begin as the 
internal economy of certain producers, reacting on the whole use 
of materials, even if the new process remains for some time a 
monopoly; as in the release of the pressure on ore supplies after 
the discovery of the basic process. Further, a large volume of 
production may be so articulated with special processes that it 
becomes necessary to observe how far changes in the marginal cost 
do not cover intra-marginal products, which are often sold on 
special conditions. This explains, to a considerable extent, in 
iron and steel and in coke the persistence of units of relatively 
small capacity. Some further verification is given to the causes 
making for and against the integrations which are a special 
feature of iron and steel. Apart from technical reasons, which 
would not apply to other industries, the security of supplies is 
given simpliciter as a reason for this tendency; it is a fact of 
administration. There is a notable verification (p. 29) of Mar- 
shall’s analysis as regards the economic limits of scale of produc- 
tion. The volume enables the student to perceive the working of 





1928] CURRENT TOPICS 681 


two sets of forces which depend on two kinds of units; the forces 
of specialisation realised in what may be called the unit of process, 
and particularly observable in this group of industries; and the 
forces of integration, depending on the unit of enterprise; the 
interactions of these two being the condition of the organic 
evolution which Marshall and others have been so prone to stress. 
D. H. M. 





Guide to Current Official Statistics. Sixth Volume. (Stationery 
Office. Pp. 288. 1s.) 

Tue central feature of this Guide is a detailed subject index 
constructed on novel lines to enable the inquirer to discover in a 
few minutes not only which publications contain statistics bearing 
on his subject, but also their precise scope and the dates and 
localities to which they relate. 





CuRRENT Topics 


TuE following have been elected to membership of the Royal 
Economic Society :— 


Advani, A. A. Chandekar, S. P. Farquhar, R. 
Ahmed, R. Chaudhri, G. R. Gardiner, F. C. 
Alberti, His Excel- Climpson, W. E. George, R. F. 

lency Mario. Cobb, Miss K. B. Gibson, T. G. 
Allen, E. Coleman, S. J. Glendenning, R. C. 
Armour, A. McB. Cotonou, B. O. Gray, J. 
Auchinachie, P. Coultas, H. T. Haseda, Prof. T. 
Bakhle, D. Crum, Prof.W.L. Haworth, Miss D. 
Banerjea, A. N. Dandeker, S. B. Hayek, Dr. F. A. 
Barr, G. M. Dayal, Prof. G. Hayes, Rev. H. B. 
Belasco, P. 8. Dear, W. J. Hopkins, W. S. 
Birck, Prof. L. V. Desai, V. R. Hopper, T. R. 
Bond, G. D. Dev, B. Howell, I. 
Bottomley, C. Doherty, W. Hulbert, G. W. 
Bowcott, H. M. Downie, R. A. Inman, C. M. 
Brady, F. Drake, F. G. F. Irving, C. D. 
Brisman, Prof. S. Edwards, D. S. Isles, K. 8. 
Calvert, Dr. W.J. Ellison, G. Jeffery, N. M. 
Carpenter, A. Evans, A. A. A. Jivanandham, Prof. 
Cartledge, F. Farmery, A. E. R. 
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Jones, J. M. 
Jordan, D. 
Kahn, R. F. 
King, L. T. 8. 
Koranda, F. 
Kutzleb, W. 
Laws, J. B. 
Leplastrier, J. S. 
Lewis, R. B. 
Loesch, R. A. O. 
Lomax, N. 
McKenzie, A. 
Magotra, S. C. 
Mair, L. A. 
Manning, A. E. 
Mansfield, F. C. 
May, J. R. 
Mayne, A. C. 
Mehrotra, G. N. 
Moore, W. D. 
Morrall, E. L. 


Mulvany, Miss E. 


Muse, A. W. 
Newton, J. 
Newton, W. 
Nguyen, Van N. 
Norman, J. 8. 
North, C. P. F. 
Odell, H. J. 
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Osundiya, B. B. A. 
Owen, W. B. 
Padgett, W. T. 
Parkinson, C. F., 
Junr. 
Partington, A. E. 
Peacock, A. L. 
Pillai, G. R. 
Porri, Prof. V. 
Potter, 8S. C. 
Raws, Sir W. L. 
Reed, J. E. 
Reid, G. L. 
Rennix, H. 8. 
Rice, M. G. T. 
Richards, W. L. 
Richmond, N. M. 
Riffkin, Prof. J. 
Robertson, T. R. 
Robinson, J. R. 
Ross, D. H. 
Rosser, D. S. 
Sadler, W. 
Saini, D. R. 
Sanders, H. C. W. 
Shearer, J. O. 
Singhal, G. N. 
Sloan, P. A. 
Smith, F. 


[DEc. 


Sommarin, Prof. E. 

Soul, D. B. 

Stokes, Prof. G. J. 

Sutch, W. B. 

Syret, H. 

Tallack, F. 
M.B.E. 

Teh, S. K. 

Temple, R. 

Tenzer, F. C. 

Thadhani, J. T. 

Thistlethwaite, B. 

Thomas, G. G. 

Thompson, Miss U. 
V. 

Thomson, G. H. 

Thornley, 8. C. 

Villasenor, Prof. E. 

Webb, A. H. 

Wells, A. H. 

Whellock, K. A. 

White, B. P. 

White, C. J. 

White, R. S. J. 

Whitter, J. 

Wild, T. 

Williams, Miss J. B. 

Winch, G. A. 


a, 


The following have compounded for life membership of the 
Society :— 


Banerjea, A. N. 
Coleman, S. J. 
Estrada, V. E. 
Farquhar, R. 
Ficek, C. F. 
Hicks, J. R. 
Hopkins, W. S. 
Jones, J. M. 
Jones, S. I. 
Magotra, S. C. 


Manning, A. E. 
Page, J. K. 
Porri, Professor V. 


Ray, R. 


Soul, D. B. 

Tallack, F. H., M.B.E. 
Thadhani, J. T. 
Tolkowsky, L. 
Whittaker, E. 
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The following have been admitted to library membership :— 


Bibliothéque de la Commission Centrale de Statistique, 
Brussels. 

Bureau of Foreign and Domestic Commerce, Washington. 

Carnegie Library, Howard University, Washington. 

University of the Philippines. 

University of Western-Australia, Perth. 


We record with regret the deaths of the following members of 
the Society :— 


Braithwaite, Mrs. D. 
Droppers, Prof. G. 
Harvey, Sir E. 
Hayakawa, A. 
Hoffmann, G. 
Parker, Dr. E. H. 
Tuckwhan, T. 





Dr. J. H. Clapham, F.B.A., Fellow and lately Tutor of King’s 
College, Cambridge, has been elected into the newly established 
Professorship of Economic History in the University of Cam- 


bridge. 





The International Union for the Scientific Investigation of 
Population Problems, referred to in the last issue of the Economic 
JOURNAL, has now been definitely founded. The British National 
Committee consists, at present, of Sir Bernard Mallet (Chairman), 
Professor Bowley, Dr. R. A. Fisher, Captain Pitt-Rivers, and 
Mr. Eldon Moore (Hon. Secretary). Applications for member- 
ship (subscription £1) should be addressed to Mr. Eldon Moore, 
c/o the Eugenics Society (who are giving office accommodation) 
20, Grosvenor Gardens, London, S.W. 1. 





Our Japanese Correspondent writes :— 


“The incessant fluctuation of the yen exchange and the 
consequent uncertainty felt by both domestic and foreign traders, 
seem to have awakened the nation to the necessity of the re- 
moval of the ban on gold exportation. Although the mind of 
the Government is not yet made up, the cry for immediate 
abrogation of prohibition is now becoming louder. 
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“In order to increase the number of labour members in the 
Diet, and to gain influence in practical politics, the movement for 
the amalgamation of various labour associations is gaining ground, 
although difficulties are being found in bringing the left and right 
wings into line. 

‘“‘ Rice being the deciding factor in Japanese economy, the 
prospect of a good harvest is telling favourably in every way. 

“ Currency Administration, by Mr. Fukai, the vice-president of 
the Bank of Japan, is regarded as one of the most valuable 
publications of the day. It is divided into fifteen chapters, 
including principles and administration of currency, interest, 
credit and note issues, specie kept abroad, foreign exchange and 
other related subjects. Being carefully written by a well-known 
financier, whose long services in our Central Bank and whose 
practical ability as a banker are widely admitted, the book is in 
favour not only among men of science but also among those in 
practical business. Success is thus assured, especially when we 
consider its low price (34 yen) in spite of its being a big volume of 
557 pages.” 





Members are asked to note that the title of Special Memo- 
randum No. 10, ‘Report on Current Economic Conditions, 
October, 1928,” was inadvertently misprinted on the cover as 
Memorandum No. 11. 




















RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society 


Vol. XCI. Part III. Trade and the Gold Standard. H.W. Macrosty. 
An investigation of the finance of the period since 1922, including 
a positive analysis of the relation of the Bank to the Money 
Market. Vital Registration in Europe. P.G.Epe@x. An account 
of the development of official statistics in various countries, with 
comments on differences in Continental practice. Wholesale Prices 
of Commodities in 1927. The Editor of the Statist. 

Vol. XCI. Part IV. Cost of Living of a Sample of Middle-class 
Families. D. C. Jonus. Some Further Inquiries by Sample. 
J. Hitton. A discussion of the statistical problems and lessons of 
four recent inquiries by sample into the circumstances of 
unemployed, persons. 


Sociological Review. 


JuLy, 1928. The Mobility of Labour in Liverpool Industry. C. J. 
ROBERTSON. 

OcToBER, 1928. A Comparative Study of Unemployed and Employed 
Boys. D. E.R. Huauss. 


Quarterly Journal of Economics (Harvard). 


Aveust, 1928. The Rate of Interest, the Bank Rate, and the Stabilisation 
of Prices. G.CasseL. It is argued that interest is a price, and 
has an “ equilibrium rate.” It should be the aim of bank policy 
to keep prices stable, and this implies lending at the equilibrium 
rate. Departure from this rate is shown by changes in prices, 
and by nothing else. These considerations are applied to the 
administration of the gold standard, and to the problem of 
fluctuations. In the latter case, if bank rate is rationally 
administered, “‘ our future is not determined by mathematical 
curves, but by our own intelligence and will.” Cost and its 
Relation to Value. A. E. Munroz. A new examination and 
classification of costs, with some criticisms of Marshall’s demand 
and cost schedules. Cyclical Fluctuations in Agriculture and 
Industry in Russia. 1869—1926. 8S. A. Pervusuin. Borrowed 
Reserves and Bank Expansion. J.S. LAwRENcE. On what basis 
can a particular bank expand its loans with an addition to its 
reserves? Under exceptionally favourable conditions the maxi- 
mum expansion, according to the existing ratio of reserves, is 
possible for particular banks as well as for the system as a whole. 
But “ there may be times when expansion in excess of an increase 
in reserves is impossible,” though there are extreme cases. Normal 
ratios of expansion are developed, and it is concluded that such 
ratios “ give scant comfort to those who contend that credit may 
be controlled by a manipulation of the discount rate.” The Place 
of Mill and of Owen in the History of English Neo-Malthusianism. 
N. E. Himes. The Colwyn Committee and the Incidence of Income 

Tax. An examination of the argument and of Mr. D. H. Robert- 

son’s criticisms. 
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Review of Economic Statistics (Harvard). 


Aveust, 1928. The Course of Stock Prices 1825-66. A. H. Coz and 
E. Frickry. Based primarily upon railroad stocks which, 
apart from public lands, were the special channel of speculation. 
Other securities “‘show movements restrained or quixotic when 
compared with the more striking course of railway shares.”” The 
typical movement of railroad indices consists mainly of “ long 
swings extending over a decade or more,” though there are im- 
portant geographical variations. Regional Business Conditions : 
a Study of Bank Debits. A.M. Matruews and A. R. Eckier. 
There is close economic relationship between the different Federal 
Reserve districts, as shown by fluctuations; the figures for 
agricultural districts show a substantial improvement in recent 
years; the recurrent fluctuations are less marked in bank debits 
than in basic production. Review of the Second Quarter of the Year. 


Annals of the American Academy of Political and Social Science. 


SEPTEMBER, 1928. Stabilisation of Commodity Prices. This series of 
popular articles is contributed by economists, industrialists, 
accountants and bankers. The scope may be indicated by the 
sub-titles on Stabilisation by Co-operative Action (especially 
statistical co-operation), The Individual Firm and Stabilisation, 
General Factors affecting Stabilisation; and there is a valuable 
Supplement on the special question of Public Construction and 
Cyclical Unemployment, in which the problem is quantitatively 
handled by an estimate of relative amounts of public and private 
construction. The conclusions of this Supplement deserve 
attention. 

American Economic Review. 


SePreMBeER, 1928. McNary—Haugen Movement. J. D. Buack. An 
account of the history and prospects of the proposed measure of 
relief to agriculture, with some analyses of the operation of the 
equalisation fee. Revenue Actof 1928. R.G.Buaxry. Inductive 
Evidence on Marginal Productivity. J.M.Ciarx. A discussion of 
the important statistical paper of C. W. Cops and P. H. Dovatas, 
whose Theory of Production is amended and elaborated. Plight 
of Lancashire Cotton Industry. B. Drietricn. Measuring the 
Accuracy of Prediction. R. H. RowntreEx. A discussion of the 
“more common measures of accuracy, together with some com- 
ments on their limitations and interpretation.” Criticism of 
“ Economics of Business Fluctuation ”’ in the United States, 1919-25. 


R. J. WATKINS. 
Political Science Quarterly. 


SEPTEMBER, 1928. Land Income. R.T.Ety. A criticism of the view 
that income from land is analytically different from other forms of 


income. 


Journal of Political Economy (Chicago). 


Aveust, 1928. Nationalism and Economic Theory. J. E. Morrat. 
Economic Effects of Black Death, H. Rospxprins. Sixty Years of 
Branch Banking in Virginia. G. T. Starnes. Economic 
Sectionalism in Canada. W. A. Rosinson. Correlation between 
Prices and Yields of Previous Years. V. P. TIMOSHENKO, 
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Wheat Studies of the Food Research Institute (Stanford University, 
California). 


Aveust, 1928. EHx-European Trade in Wheat and Flour. Asiatic 
imports of wheat are becoming increasingly important and are 
likely to increase still further. Within a decade or so the ex- 
European trade may amount to as much as a fourth of the 
international trade, as contrasted with an eighth before the war. 

SEPTEMBER, Survey of the Wheat Situation, April to July, 1928. All 
the important wheat producers in the Northern Hemisphere 
except India now appear to have harvested crops of average 
size or better. Exclusive of Russia, China and Asia Minor the 
Northern Hemisphere crop is apparently the largest since the 
war. The data suggest that a world wheat price level the lowest 
since 1917-24 seems likely to prevail in the coming months. 


Journal des Fconomistes. 


OcToBER, 1928. La loi des assurances sociales et ses diverses réper- 
cussions. R. Hunert. La réhabilitation de Vor. P. CAUBOUE. 
L’ Europe et le Protectionismus. L. CHATIN—OLLIER. 


- 


Revue de l'Institut de Sociologie (Brussels). 


Aprit-JUNE, 1928. Le systéme monétaire anglais. B. S. CHLEPNER. 
A fully documented historical account. 


Revue d’Economie Politique. 


May-Jung, 1928. La France Economique; annuaire pour 1927. 
Annual review of population, finance, production, labour, etc., by 
various writers. 

JuLty-—Avaust, 1928. Le Conseil national économique. C. GipE. A 
critical account of the proposed Economic Council, which would 
replace the Conseil du Travail. Un théorie de Vinflation de crédit 
comme substitut & la théorie quantitative de la monnaie. V. MILpD- 
scHuH. Argues that a special cause of high prices exists when 
public loans are used to pay interest on existing debts. La loi des 
rendements non proportionnels. P. FRromont. An_ historical 
account, showing the extension of the scope of the law of marginal 
returns. Le syndicalisme fasciste. F. PERROUX. 


Vierteljahrshefte zur Konjunkturforschung (Berlin). 


Sonderheft 9. Der Trend. P. Lorenz. A mathematical study of 
methods of determining and eliminating Trend. 


Zeitschrift fiir die gesamte Staatswissenschaft (Tiibingen). 


85 Band, 1 Heft. Integrationslehre und Staatsrecht. E. TaTarin— 
TARNHEYDEN. Deals with the political theory of Rudolph Smend. 
Anmerkungen zu Werner Sombarts ‘‘ Hochkapitalismus.” A. SAuz. 
Qualitative und quantitative Konjunkturforschung. O. MorcGEN- 
STERN. A review of Mitchell, Pigou, and Snyder. Soziale und 
politische Wissenschaften in Amerika. R. Micuets. Kartelle 
und Staat. G.Lucas. A review of Lehnich’s recent book, by the 
President of the Reichswirtschaftsgericht. 


No. 152.—voL. XxxvIl. ZZ 
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85 Band, 2 Heft. Bliite und Niedergang der Florentiner Tuchindustrie. 
R. Davipson. Shows the capitalist character of Florentine 
industry in the early Middle Ages. Anmerkungen zu Werner 
Sombaris ‘‘ Hochkapitalismus.” A. Satz. Rasse und Recht. H. 
LIERMANN, 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


JuLy, 1928. Zum Verhdlinis der mneueren Wirtschaftstheorie zur 
Psychologie. J. Back. Das Agrarproblem in Argentinien. J. 
JESSEN. 

Aveust, 1928. Das Agrarproblem in Argentinien, II. J. JESSEN. 
Die intermediaren Finanzgewalten und ihr Einfluss auf Deutsch- 
lands finanzielle Belastung. F.K. Mann. 

SEPTEMBER, 1928. Teleologische und technologische Wirtschafts- 
auffassung. W. WeppicEn. Bestimmungen des Wirtschaft- 
lichen Gleichgewichts der Giiterumwandlungen. A. PreTRI-TONELLI. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 


Avaust, 1928. Die Preisdynamik der industriellen und landwirt- 
schaftlichen Waren. (Zum Problem der relativen Dynamik und 
Konjunktur.) N.D. Konpratierr. This is an important article 
dealing with the relative price movements of industrial and 
agricultural goods in England and U.S.A. from the end of the 
eighteenth century. The major problem is to discover why there 
is a permanent tendency to falling prices for industrial goods in 
both countries, and for agricultural goods in England, but no such 
comparable fall in the prices of American agricultural products. 
This is discussed in relation to general price movements, and to 
special conjuncture periods. The main cause is seen to be the 
movements in real costs of production, due outstandingly to 
technical progress and increased productivity of labour. The 
minor problem is to show a close correspondence between long 
waves of price movements and the secular trend. Coincidently, 
acute and subtle arguments are used to discredit the ordinarily 
assumed effects on prices of such causes as movements of gold : the 
arguments, although interesting, are provocative. Wohlstands- 
index und sozialer Wohlstand. M. Exsas. Die Angestellten- 
bewegung nach der Wahrungsstabilisierung. Dr. CRONER writes an 
informative article describing the progress, present position and 
future prospects of labour movements in Germany, and refers 
particularly to the effects of stabilisation. Thus, while the 
movements are partly the outcome of concentration and rationalis- 
ation, currency depreciation, unemployment and the resulting 
accentuation of class rivalry have had strong stimulative effects. 
The constitution and policies of the large unions are discussed, as 
well as the relations between them. Interesting information is 
given respecting the length of the working day, holidays and the 
progress of insurance. The article may usefully be read in con- 
junction with Mr. Guillebaud’s recent work on the German Works 
Council. Die Stellung der deutschen Sozialdemokratie zu den 
Fragen der auswartigen Politik. M. Victor. Internationale 
Ubereinkommen betr. die Sozialversicherung. H. FEHLINGER. 
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Schmollers Jahrbuch (Munich and Leipzig). 


FreBRuARY, 1928. Prolegomena zu einer Theorie des Geldmarktes. 
K.Srncer. This article is inspired by the consideration of a recent 
work by Hahn, a banker, who objects to the economist’s definition 
of money and capital markets. Instead Hahn prefers to distinguish 
between the “ kind ” of money dealt with on the Stock Exchange, 
as compared with the remainder of the capital market. Dr. Singer 
objects to the new classification and attempts to show that it is 
unmerited. ‘‘ Theoretische” und “ historiche”’ Volkswirtschaftslehre 
vom heutigen Stand der Forschung. H.WacEnriur. Zur logischen 
Grundlegung der pratischen Wirtschaftswissenschaft. W. WrEp- 
DIGEN. Aims at classifying the relevant scope, aims and subject- 
matter of the various divisions of economic science. An attempt 
is made to show the interrelation between these divisions, viz. 
Theoretical, Applied, National and Financial economics. Roger 
W. Babson’s Beobachtungsverfahren der wirtschaftlichen Wechsel- 
lagen. G. Cuausina. Die heutige Lage der Britischen Hisen- 
bahnen. F. HEYER. 


JuNE, 1928. Vom AHerrenstaat zum Wohlfahrisstaat. F. Kern. 
Makes a survey of the various kinds of State from the fifth century 
onwards, and the principal attributes and features of each. The 
article concludes with a critical appraisal of the modern democratic 
State. Geistige und ékonomische Grundlagen des Bolschewismus. 
H. Jireen SerapHim. Zur Reform des Bildungswesens der 
Juristen und Volkswirte. F. Bruck. Landwirtschaft und Agrar- 
krise in Frankreich. A. BERGSTRASZER. A very detailed summary 
of post-war conditions in French agriculture, including an 
interesting estimate of world factors and their influence on France’s 
position. There is a good critical account of the present crisis, as 
well as a comparison between present-day agriculture and industry. 
Ein Ausschuz fiir Begriff- und Namenforschung auf dem Gebiete der 
Soziologie. H. L. Stoxttenpere. Nuere Industrieliteratur. H. 
VON BECKERATH. 


Aveust, 1928. Die eheliche Fruchtbarkeit in Deutschland. Dr. 
T6nNIEs contributes a statistical survey of marriage fertility in 
Germany, with special reference to 1901, 1913 and recent years. 
He seeks an explanation of the paradox of an increased number of 
marriages and fewer children. This is found in the changes of the 
ages of married persons. Zur Methode der exacten und historischen 
Nationalékonomie. L. Sommer. Die wirtschaftspolitischen Stré- 
mungen der Gegenwart. C. LorENz. Staatsreferendar und Staat- 
sassessor. J.SCHUMPETER. LHuropdische Zollunion. Dr.WEHRLE 
reviews a symposium by twenty-two writers, none of whom are 
well known. He finds a few of the contributions to be of real 
interest, notwithstanding the expression of directly conflicting 
views. 


Weltwirtschaftliches Archiv (Jena). 


OctoBER, 1928. Die Wandlungen der Kapitalismus. W. SomBaRr. 
Internationale Industriekartelle. P.BerkENKorr. A positive and 
descriptive study, leading to few general conclusions. Die 
6konomische Natur der baéuerlichen Wirtschaft. G. A. STUDENSKY. 
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Giornale Degli Economisti (Rome). 


JuLY, 1928. Prime linee di politica agraria negli scrittori Veneti 


dagricoltura del secolo XVIII. F. Luzzarto. Considerazioni 
sui ‘‘ barometri”’ economici. C. BrEscIANI-TURRONI. The last 
of a series of three important articles on the value of economic 
barometers. It is contended, partly on theoretical grounds and 
partly as a result of a careful analysis and survey of economic 
conditions in Germany in recent years, that ‘‘ The multiple factors 
of economic fluctuations cannot be summarised in the two or three 
curves of a ‘ barometer.’”’ Account must be taken of the fact 
that any change in, e.g., the short loan rate or the prices of 
industrial securities may have quite different causes and different 
significance in one year or in one phase of a trade cycle when 
compared with an earlier or subsequent period of time. Apart 
from the importance of a detailed analysis of the causation of 
movements in individual indices, it is necessary to study a con- 
siderable number of indices in conjunction. For example, the 
relative movements of the short loan rate and of the long period 
rate of interest; changes in stocks of commodities and raw 
materials; movements in bank loans, deposits, foreign borrowing ; 
numbers of bankruptcies and bills protested; wage changes and 
employment figures. Primo congresso nazionale di scienza delle 
assicurazioni. F. INSOLERA. 


Avaust, 1928. La riforma monetaria bolscevica. J. GRIZIOTTI 


KRETSCHMANN. Asurvey of thesteps by which the new chervonetz 
currency was substituted during 1923 and 1924 for the depreciated 
a rouble currency previously in circulation in Russia. Con- 
siderable importance is attributed to the influence of the currency 
reform in hastening the depreciation of the “‘ sovnaks ” or Soviet 
paper roubles, which circulated chiefly in the country districts, and 
thus aggravating the intensity of the ‘“scissors”’ crisis of 1923. 
Media aritmetica e media geometrica nel calcolo dei numeri indici dei 
prezzi all ingrosso. R. Bacut. 


SEPTEMBER, 1928. Le riserve d’oro dell’ America. Pror. R. B. 


WESTERFIELD of Yale University holds that it is unlikely that the 
United States will lose any very considerable proportion of her 
existing gold holdings to the rest of the world. A future problem 
may even be to prevent a further influx of gold, which may lead to 
the cancellation of inter-allied debts, if the protectionist policy of 
the United States is maintained. The downward tendency of gold 
prices in the world as a whole is likely to continue and the rate of 
interest will go on falling, probably at a faster rate in Europe than 
in America. This will both check foreign borrowing in America 
and accelerate the coming of the time when the accumulated 
interest due to her in respect of such loans will exceed the annual 
amount of her exports of capital. Alcune indagini statistiche sull’ 
organizzazione bancaria italiana. Mario Mazzantrni. 


OcToBER, 1928. L’organizzazione delle vendite a rate. GIOVANNI 


ANGRISANI. The system of payments by instalments differs from 
other types of credit transactions in that (a) the object of the 
contract is the purchase and sale of a commodity other than 
money ; (b) the sums available for the extinction of the debt are not 
exclusively obtained from the employment of the article ac- 
quired, and the period of payment does not coincide with the period 
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of time during which the article is utilised. The benefits derived 
from the system are, firstly, and chiefly, the opportunity that it 
affords of increasing the total utility of the individual’s income by 
increasing the scope of operation of the principle of substitution. 
Secondly, the encouragement of saving in the form of the invest- 
ment of resources in relatively durable objects. Thirdly, types of 
expenditure are facilitated and made possible which increase the 
efficiency of the individual, e.g., the acquisition of a house, or of a 
motor-car, which in America has enabled the workman to widen the 
market for his labour. The financial organisation behind the 
operation of the instalment system is still in its infancy, and 
dangers may arise through ignorance or neglect of sound principles, 
but with the improvement of statistical data and wider experience 
this new system should take its place as a valuable addition to com- 
mercial organisation. The writer disagrees with Prof. Seligman’s 
criticism of the “ actuarial method ” of computing charges, and 
advocates the extension of the insurance principle based on accurate 
figures of the risk of bankruptcy and other causes of failure to 
complete the required number of instalments. The value of the 
article is enhanced by citations from, and references to, the already 
considerable literature on this subject. Indagine sulla mortalita 
delle societa italiane per aziont. GIOVANNI LasoRsA. ~ 


De Economist (Haarlem). 


Juty—Aveust, 1928. De plaats der invoerrechten en accijnzen in het 


Nederlandsch belastingstelsel,I. J.VANDER PoEL. A dissertation 
on the place of import taxes and excise duties in the Dutch system 
of taxation, but in fact a general discussion of taxation problems ; 
in particular the article deals with the relations between customs 
and excise duties, and the question of equivalence between the two 
types of taxation; also with cases where the import duties are 
higher than the corresponding excise duty, and with the underlying 
reasons for this. On the general question of equity, the primary 
purpose of taxation is revenue, but the revenue is to be applied to 
the satisfaction of general needs. There can be no standard of 
equity ; in different countries taxation may be imposed on different 
classes, and also the satisfaction of different needs may be aimed at. 
In a discussion of the incidence and the shifting of taxation it is 
argued that direct taxes also are subject to shifting; income tax 
may therefore be an element in the cost of production. Von Tyska 
is quoted with approval to the effect that whether taxes are shifted 
is a question of economic power, and in this respect there is little 
difference between direct and indirect taxes. Sterftetafels, 
sterftecijfers en generatietafels. In. F. W.’t Hoorr. A discussion 
of the various methods of constructing mortality tables with special 
reference to the work of van Pesch (died 1916). 


SEPTEMBER, 1928. De Gemiddeldenwet. J. VAN DER WisK. A 


discussion of the development and the interpretation of Pareto’s 
Law. In amplification of the formule of Pareto and Gini, a third 
formula is suggested which, expressed in its simplest form, states 
that “‘ the relation between the average income of those with an 
income of at least x and that marginal income z is constant ” (in 
concrete terms, if the average income of those with an income of at 
least f. 1,000 is £. 3,000, the average income of those with at least 
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f. 10,000 will be f. 30,000). De plaats der invoerrechten en accijnzen 
in het Nederlandsch belastingstelsel, Il. J. VAN DER PoEL. This 
second instalment is, in the main, a defence of the place occupied 
by customs and excise duties in the Dutch system. In theory every 
citizen should contribute something to the general burdens ; direct 
taxes are imposed on those who contribute out of their prosperity ; 
excise duties come from needs beyond what is strictly necessary. 
The advantages and the merits of indirect taxes, psychological and 
otherwise, are enumerated and emphasised, and the defects of 
direct taxes pointed out. 


Ekonomisk Tidskrift (Upsala). 


1928, No. 1. The Credit System and the Difference between the Rates of 


Interest. E. HAcERBLAD. Some Figures Illustrating the Tax 
Burdens on Swedish Industrial Joint Stock Companies, 1912 and 
1924. E.Liypauu. The double taxation on joint companies has 
during the period considerably increased. The additional tax 
burden amounts at present to about 13—14 per cent. of the profit. 
The total taxation on companies and stockholders absorbs conse- 
quently on an average one-third of the income. 


1928, Nos. 2-3. Present Problems. D.Davipson. At first the author 


discusses the possibilities of carrying out in practice the free trade 
scheme suggested by the Economic World Conference last year. In 
a second part of his essay Prof. Davidson criticises some projects 
for improving the Dawes plan, especially that one made by Prof. 
Ohlin in ‘“ Index ”’ (edited by Svenska Handelsbanken, Stock- 
holm). Economic Aspects of the Co-operative Movement. H. 
StotPe. The article is a critical review of Th. Sinding : Forbruks- 
samvirket, forretnings- og organisasjonsprinsipper, Oslo, 1927. In 
this number also are printed the following papers read to the 
Economic Society, Stockholm, followed by discussion. The Right 
of Inheritance. E. Wiarorss. A Discussion on account of a new 
Bill. The Danish Bank Laws and their Economic Consequences. 
C. V. BramsnaEs. The Economy of the Swedish Air Traffic and 
Some Prospects of its Future. F. Eanety. The Government and 
the Swedish Iron Industry. O. Epistrém. 


1928, Nos. 4-5. The World Food Production, immediately before, during 





and after the War. E. Hower. An account based on statistics 
published by the International Institute of Agriculture, Rome. 
The Depression of Agriculture. D.Davipson. The Money Policy 
of the Federal Reserve Banks. J.Axurman. The author describes 
the money policy of the Federal Reserve Banks from 1914 and 
forward. He pays attention to the different considerations and 
economic interests which have been the determinative factors in 
this development. A criticism is delivered on the money policy 
during the last two years which, according to the author, has 
diverged from the practice of the preceding years and attached too 
much importance to the stabilisation of the price level. Finally, 
the international significance of this money policy is considered 
and some comments given on English monetary policy since the 
re-establishment of the gold standard. The Unemployment 
Policy. G.H.von Kocu. A paper read to the Economic Society, 
. Stockholm, presenting the Report delivered by the Swedish 
Unemployment Committee. Followed by discussion. 
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Revista Nacional de Economia (Madrid). 


May-JunE, 1928. Dinamismo de los Precios y carestia de la vida 


(conclusion). A. F. BaNos. The study of the primary causes of 
inflation is concluded by an analysis of the reactions of an un- 
favourable balance of trade and the effects upon the price level of 
changes in material output; movements in discount rates; tariff 
policies; market instability, etc. Among the secondary causes of 
the increase in cost of living given are speculation, cost of public 
services, agricultural depopulation and urban overcrowding, 
strikes and lock-outs, etc. Among the means suggested to prevent 
inflation are the avoidance of Government deficit, increase of 
production through development of scientific methods, reform of 
systems of taxation to make them more flexible, skilful use of 
discount rate and stabilisation of market conditions. 

In dealing with the special conditions in Spain it is pointed out 
that the Treasury deficits were an important cause of the inflation 
1913-20, and the author suggests, among other remedies, the 
reorganisation of taxation methods. 


JuLy-Aucust, 1928. El encabezamiento de Madrid por alcabalas de 


1547 a 1556. C. Esprso. An historical study of revenue raising 
in Madrid under the system by which each town made itself 
responsible for the collection and transference to the Crown of its 
stipulated quota of taxation. La Distribucion de la Propiedad 
Territorial. M. F. MartiaNez. A statistical study of the corre- 
lation between the sizes of estates in different parts of Spainand the 
movement of population and wealth per head. Between 1910 and 
1920 population has tended to flow towards those areas in which the 
average estate is large. The connection between the value of yield 
per acre and the size of the estate is indeterminate. The author is 
surprised to find that the agricultural districts with the largest 
number of inhabitants per hectare are not also the districts where 
wealth per head is least. The movement of population appears to 
be away from areas where wealth per head is greatest. 


Polish Business Conditions. 


May, 1928. Poland has followed other countries in the creation of an 


Institute for Economic Research, which now publishes in English 
a quarterly review of its business conditions. This first issue deals 
with the period November 1927 to April 1928. In addition, a 
quarterly on Business Conjuncture is published in the Polish 
language (Konjunktura Gospodarcza), the first issue of which 
includes articles of a more general kind on fluctuations and their 
measurement. The Director of the Institute is Dr. E. Liprnsx1. 


Economic Review (Kyoto). 


JuLy, 1928. On the Taxpayer. M. Kamp. An interesting and 


original inquiry into the question of tax liability of governments 
(national or local) in respect of certain public enterprises; of the 
justification of separate corporation taxes; and of the family as 
the taxation unit. Changes of Social Classes during the Tokugawa 
Period. E. Hongo. The Establishment and Maintenance of 
Peasant farms. S. Kawapa. A study of the contribution of 
Japan to this problem, with some international comparisons. 
Characteristics of Tariff Freight Rate in the Shipping Business. 
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S. Kosmma. An expansion of the author’s previous expert studies 
of this question, dealing with shipping freights in respect of compre- 
hensiveness, stability, openness, uniformity and amenability to 
immediate changes. The State Disbursement of Compulsory 
Education Expenditure, and the Transfer of the Land Tax to the 
Local Treasuries. 8S. Suiomt. A full account of an important 
fiscal and political issue in Japan. 


Indian Journal of Economics. 


JuLy, 1928. The Progress of the Steel Industry, H.L. Dry. Village 
Debt Settlement. H.G. Franks. Reviews of the Royal Commission 
on Agriculture in India. 


International Labour Review. 


JuLY, 1928. Co-operation and Monopolies in Sweden. H. Stoupn. 
An account of the origin and aims of the Swedish Co-operative 
Union, and its policy of securing reductions in certain commodity 
prices, by the method of own-production, in the spirit of the 
co-operative idea. Seasonal Unemployment in the Clothing 
industries. 

Aveust, 1928. This number contains an account of the proceedings of 
the Eleventh Session of the International Labour Conference, which 
adopted a Convention and a Recommendation on Minimum 
Wage-fixing Machinery. It also includes official studies of the 
following subjects: Seasonal Unemployment in the Clothing 
Industries ; Shop-closing Legislation in European Countries ; 
Regulation of Hours of Work in European Industry. 

SEPTEMBER, 1928. Agricultural Workers and Agrarian Reform in Central 


Europe. A. Rose. Recent International Developments of Social 
Work in Industry. G. A. Jounston. The Financing of House 
Building in Countries with Rent Restriction Legislation. K. 
PRIBRAM. 





NEW BOOKS 


British. 

Aspati (A. H.). The Final Buyer. P.S. King. 8}. Pp. 194. 
8s. 6d. 

Bexasco (P. S.). Authority in Church and the State. Allen and 
Unwin. 83”. Pp. 326. 12s. 6d. 

BLEDISLOE (LorD). The Intensive Treatment of Grassland: a 
Revolution in British husbandry. Being an address delivered before 
the British Association at Glasgow on Sept. 7, 1928. P. S. King. 
84’. Pp. 32. 1s. 

Brip@ss (A.) and LEE (J.R.). Sugar Beet Costs and Returns for the 
year 1926-27. Oxford: Agricultural Economics Research Inst. 92”. 
Pp. 27. Is. 

BRuNNER (C. T.). The Problem of Motor Transport : an economic 
analysis. Benn. 83’’. Pp. 187. 12s. 6d. 

Cannan (E.). Wealth: a brief explanation of the causes of 
economic welfare. Third edition. P. S. King. 7}”’. Pp. xxviii + 
292. 5s. 
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CoyasEE (J. C.). India’s Currency, Exchange, and Banking 
Problems, 1925-28. Calcutta: The Book Co. 83”. Pp. 59. 

Davigs (J. L.). Grass Farming in the Welland Valley. A study 
made on behalf of the Agricultural Economics Research Institute, 
Oxford. Oxford: Clarendon Press. 8}. Pp. 66. 2s. 6d. 

DearzeE (N. B.). Dictionary of Official War-time organisations. 
(Economic and Social History of the World War. British Series.) 
Milford. 93”. Pp. 322. 12s. 6d. 

De Montcomery (B. G.). Pax Britannica. Methuen. 7}”. 
Pp. 249. 7s. 6d. 

Gregory (T. E.). An Introduction to Tooke and Newmarch’s A 
History of Prices and of the State of the Circulation from 1792 to 1856. 
P.S. King. 84’. Pp. 120. 2s. 6d. 

Havas (E.) and Satter (A.). Hungary’s Finance and Trade, 1927. 
London General Press. 8}’’. Pp. 47. 2s. 

JonnsTon (G. A.). Citizenship in the Industrial World. Long- 
mans, Green & Co. 82”. Pp. 297. 12s. 6d. 

Kine (J. 8.). Cost Accounting applied to Agriculture as an aid to 
more productive Farming. (Reading University Studies.) Oxford 
Univ. Press, 1927. 8?”. Pp. 182. 7s. 6d. - ‘ 

LaMBERT (R. S.). Modern Imperialism. (W. E. A. Outlines.) 
Longmans. 63”. Pp. 89. Cloth 2s., paper 1s. 

McKenna (R.). Post-War Banking Policy. A series of addresses, 
Heinemann. 8}. Pp. 149. 7s. 6d. 

Meakin (W.). The New Industrial Revolution: a study, for the 
general reader, of rationalisation and post-War tendencies of capitalism 
and labour. Gollancz. 7}. Pp. 284. 9s. 

Noxan (P.). A Monetary History of Ireland. Part II. From the 
Anglo-Norman Invasion to the death of Elizabeth. With an intro- 
ductory essay on the Anglo-Saxon and Anglo-Norman money systems. 
P.S. King. 7”. Pp. xl+ 213. 5s. 

Prewett (F.J.). A Survey of Milk Marketing, based on conditions 
in Wiltshire and Somerset and the City of Bristol, June 1927. Oxford : 
Clarendon Press. 9}?”. Pp. 74. 3s. 6d. 

Price (M. P.). The Economic Problems of Europe, pre-War and 
after. Allen and Unwin. 84’. Pp. 218. 8s. 6d. 

Ricuarps (R. D.). Groundwork of Economics. University 
Tutorial Press, Ltd. 73”. Pp. 294. 4s. 6d. 

RoseErtson (B.) and Samugts (H.). Pension and Superannuation 
Funds, their formation and administration explained. With a Foreword 
by Sir Joseph Burn. Pitman. 8}. Pp. 134. 5s. 

SamueEx (A. M.). The Working of the Bill of Exchange: inter- 
national trade and the way it is liquidated by bills of exchange; also 
an explanation of the overseas trade balance. Effingham Wilson. 
84". Pp. 35. 1s. 6d. 

SuHerrinaton (C. E. R.). The Economics of Rail Transport in 
Great Britain. Vol. I—History and Development. Vol. 2.—Rates 
and Service. Arnold. 83’. 2 vols. 12s. 6d. each vol. 

Srzap (F. R.). Title Deeds Old and New. Being the fourth 
edition of Title Deeds and the Rudiments of Real Property Law. Pitman. 
9”. Pp. 184. 5s. 
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Srreet (C. J.C.). Slovakia Past and Present. P.S. King. 84”. 
Pp. 64. 1s. 6d. 

Tao (L. K.). Livelihood in Peking: an analysis of the budgets of 
sixty families. Peking (London: P.8S. King). 8}. Pp. 158 +xxii. 
9s. 

Tooke and NewmarcH. History of Prices and of the State of the 
Circulation from 1792 to 1856. Reproduced from the original. P. 8. 
King. 84. 4 vols. £4 4s. 

Viscount Haldane of Cloan, O.M.: the Man and his Work. By 
ViscounT GREY OF FALLopon, Sir CHartes Harris, Sir H. FRanK 
HeatuH, Sir CLaup Scuuster. Milford. 9}. Pp. 34. Ils. 

Wane (A.S8.). The Plain Man and his Money: a guide to Stock 
Exchange investment and speculation. Nisbet. 7}’’. Pp. 128. 
2s. 6d. 

Woo (T. C.). The Kuomintang and the Future of the Chinese 
Revolution. Allenand Unwin. 84”. Pp. 278. 15s. 


American. 


AcHINSTEIN (A.). Buying Power of Labour and post-War Cycles. 
New York (London: P.S. King). 9’. Pp. 164. 12s. 


Adam Smith, 1776-1926. Lectures to commemorate the sesqui- 
centennial of the publication of The Wealth of Nations, by J. M. Cuark, 
P. H. Dovetas, J. H. HoLLANpDER, G. R. Morrow, M. Paty1, J. VINER. 
Univ. of Chicago Press. 8}’’. Pp. 241. $3. 


Ciapp (M. A.) and Strone (M. A.). The School and the Working 
Child. Being a study of the administration of certain laws pertaining 
to children in industry by fifty school departments of Massachusetts. 
Mass. Child Labor Bureau. 73”. Pp. 226. 


Cournot (A.). Researches into the Mathematical Principles of the 
Theory of Wealth, 1838. Translated by N. T. Bacon, with an Essay 
on Cournot and mathematical economics, and a bibliography of 
mathematical economics, by Irvine FisHer. Macmillan. 7}. 
Pp. xxiv + 213. 8s. 6d. 

[A reprint of the edition of 1927, with the addition of Notes on Cournot’s 
Mathematics, by Professor Fisher.] 

Curtis (R. E.). Economics. Principles and Interpretation. 

Chicago: A.W.ShawCo. 9”. Pp. 879. $4.50. 


DaveHeERrty (C. R.). The Development of Horse-power equipment 
in the United States. Philadelphia: Univ. of Pennsylvania, 1927. 
9”. Pp. 112. 


Dorav (H. B.) and Hryman (A. G.). Urban Land Economics. 
Macmillan. 73”. Pp.570. 17s. 


Exuiott (W. Y.). The Pragmatic Revolt in Politics. Syndicalism, 
Fascism and the constitutional State. Macmillan. 8}. Pp. 540. 
16s. 

FatRcuILp (F. R.) and Compton (R. T.). Economic Problems: a 
book of selected readings. Macmillan. 1928. 8}”. Pp. 610. 12s. 

Information Bureau on Women’s Work. Wage rates, earnings, and 
fluctuation of employment: Ohio. 1914-26. Toledo, Ohio: The 
Bureau. 10”. Pp. 140. $1. 
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James (H. F.). The Agricultural Industry of South-eastern 

Pennsylvania. Philadelphia: Univ. of Pennsylvania. 9’. Pp. 168. 

Kennepy (D. D.). Overhead Costs and the Shift to Machinery. 
Philadelphia : Univ. of Pennsylvania. 9’. Pp. 100. 

REINHOLD (P. P.). The Economic, Financial and Political State of 
Germany since the War. New Haven (London: Milford). 8”. 
Pp. 134. 8s. 6d. 

Ropick (B. C.). The Doctrine of Necessity in International Law. 
New York (London: Milford). 8”. Pp.195. 20s. 

Rorem (C. R.). Accounting Method. Chicago (London: Cam- 
bridge Univ. Press). 9”. Pp. 596. 22s. 6d. 

Secrist (H.). Banking Standards under the Federal Reserve 
System. A study of norms, trends and correlations of the assets, 
deposits, expenses and earnings of member banks. Chicago: A. W. 
Shaw Co. 9”. Pp. 420. $7.50. 

SHeparD (G. H.). The Elements of Industrial Engineering. 
Boston, etec.: Ginn & Co. 9”. Pp. 541. 

Taytor (H.). Making Goods and making Money. New York and 
London: Macmillan. 7}. Pp. 296. 10s. 6d. 

The Finances and Financial Administration of. New York City. 
Recommendations and report of the Sub-Committee on Budget, 
Finance, and Revenue of the City Committee on Plan and Survey. 
New York (London: Milford). 94’. Pp. lxxii + 361. 15s. 

WaRDWELL (C. A. R.). An Investigation of Economic Data for 
Major Cycles. Philadelphia: Univ. of Pennsylvania. 1927. 9”. 
Pp. 147 + 92. 

WarsHow (H.T.). Representative Industries in the United States. 
London: Allen and Unwin. 84’. Pp. 702. 18s. 

Warxrns (G.S.). Labor Management. Chicago: A. W. Shaw Co. 
84”. Pp. 726. 

Wiuiams (M. H.). Investment Trusts in America. Macmillan. 
74”. Pp. 152. 6s. 6d. 

Woopwarp (W.H.). Profits in Insurance Stocks. New York and 
London: Macmillan. 7}. Pp. 122. 6s. 6d. 

Wricut (P.G.). The Tariff on Animal and Vegetable Oils. (Insti- 
tute of Economics Series). New York (London: Allen and Unwin). 

74”. Pp. 347. 10s. 


French. 


Bavupin (L.). L’Empire socialiste des Inka. Paris: Institut 
D’Ethnologie. 10}. Pp. 294. 70 fr. 

Dien (R.). Le marché & terme des rentes frangaises. Paris: 
Les Presses Universitaires de France. 9’’. Pp. 202. 25 fr. 

GaussEL (G.). Laréforme monetaire anglaise. Paris: Les Presses 
Universitaires de France. 10’. Pp. 163. 20 fr. 

GipEONSE (G.). Transfert des reparations et le Plan Dawes. 
Lausanne, Payot. Pp. 124. 

Ova.ip (W.) and Picquenarp (C.). Salaires et tarifs conventions 
collectives et gréves, la politique du Ministére de L’Armement et du 
Ministére de Travail. Paris: Les Presses Universitaires de France. 
10’? Pp. 559. 55 fr. (Histoire Economique and Sociale de la 
Guerre Mondiale. Série Frangaise.) 
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German. 


Bevscow (P.). Wahrungszerfall und Wahrungsstabilisierung. 
Berlin: J. Springer. 9}. Pp. 181. 

Eener (E.). Versuch einer autonomen Lehre der Wahrungspolitik. 
Leipzig: A. Deichertsche Verlagsbuchhandlung. 8}. Pp. 232. 
12 m. 


Fisczer (G. A.). Das Devisentermingeschéft in seinen Bezie- 
hungen zur Wahrung und Wirtschaft. Berlin: J. Springer. 9}”. 
Pp. 100. 7m. 


GRUNTZEL (J.). System der Handelspolitik. Dritte, Umgear- 
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